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Covering Large Retail Stores 


HE ANSWER to the subject of 
IL this article is to survey and 


analyze. The analysis will enable 
the producer to formulate an in- 
surance program that 
adequate indemnity instead of fur- 


provides 


nishing hit-or-miss protection. A 
producer making a list of happen- 
ings that might damage property 
or cause a loss through injuring 
employees or other persons, prob- 
ably for the larger type of retail 
store, would list the following: 
Specific fire policy on a term 
basis: fire and extended 
sprinkler leakage, property, furni- 
business inter- 


cover, 


ture and fixtures, 

ruption. 
Reporting 

tended cover—on stock. 


form: fire and ex- 


By FRANK M. BULLEN 


Comprehensive liability policy: 
automobile liability, automobile 
hired car, automobile—non-owner- 
ship, contractual liability, elevator 
liability, landlords and 
tenants liability, protective liabil- 
ity, products liability, contractors 


owners, 


public. 

Comprehensive auto fire policy: 
automobile physical damage—in- 
cluding collision. 

The 3 “D” policy: moneys and 
securities broad form—blanket fi- 
delity—and endorsed to cover check 
forgery and open stock. 

Workmen’s compensation 
liability, plate 


and 


employers glass, 
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and parcel post. 

The producer, after a very care- 
ful survey, should present a pro- 
gram that will completely insure, 
with as few policies as possible, 
the insurance needs of the retailer. 
At the outset, the producer should 
plan to arrange insurance that is 
automatic in ‘scope, bringing under 
the policy, wherever possible, cov- 
additional hazards 
or exposures that 
covered if written under specific 


erage for any 


would not be 


coverage forms of insurance con- 
tracts. 

Specific fire policy on a term 
basis: Let’s assume the retailer 
operates three stores, each in a 
different town. The insured owns 
the buildings at two of the loca- 
tions and is a tenant at the third 
location. The producer will survey 


and appraise the properties owned 
by the insured and furniture and 


fixtures insured 


which, under a fire and extended 


owned by the 


coverage form, are written on a 
term basis to secure the permis- 
sible The 
must be an up-to-the-minute ap- 


discounts. value used 
praisal at current market prices 
for the building and all other 
items. If, by chance, the building 
is equipped with a sprinkler sys- 
tem, the opportunity to 
mend sprinkler leakage coverage 
should not be overlooked. The pro- 
ducer will also recommend, on a 


recom- 


term basis, adequate coverage for 
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business interruption at all loca- 
tions occupied by the insured. 
Business interruption insurance: 
This is a form of coverage designed 
to reimburse the insured for the 
loss of net profit and (provided 
they would have been earned) the 
expenses that necessarily continue 
during the time required to re- 
place business property damaged 
or destroyed by any of the perils 
covered by the policy. Therefore, 
insurance 


business interruption 


does for the insured’s business 
what it would have done for itself 
in the production of earnings 
through the use and occupancy of 
its premises had not business in- 
terruption resulted from property 
damage. 

Reporting form: Fire and ex- 
tended cover on stock. At all loca- 
tions the large 
stocks of merchandise, and an in- 
ventory of the stock will undoubt- 
edly show such values as to sug- 
that he 

recommend a_ reporting 
of fire insurance with its 
needed extended cover on the 
stock. The following are the defi- 
nite advantages of using the re- 


insured carries 


gest to the producer 
should 


form 


porting form: 

(1) A reporting form of policy 
is a single policy which covers all 
existing and provides 
automatic coverage at new loca- 
tions, eliminates many specific pol- 
icies, and the possibility of error 


locations 
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in preparation of many specific 
policies, forms and endorsements 
is reduced. 

(2) Neither over-insurance nor 
under-insurance—100 percent in- 
surance to value is automatically 
provided at all locations at all 
times, following the insured’s in- 
ventory upward and downward as 
it fluctuates during the year. 

(3) All increases and decreases 
computed at pro-rata; no short rate 
penalty; automatic reinstatement 
of losses—insured never pays pre- 
mium on more insurance than is 
needed. 

(4) The only disadvantage of 
the reporting form is the require- 
ment for monthly report of values. 
inventory records are 
make a 


Perpetual 

imperative to 

form of coverage work. 
Comprehensive liability: Having 


reporting 


analyzed the risk from this angle, 
possibility of securing a modifica- 
tion in premium rates should be 
studied by the producer. If large 
enough, the rates for the risk may 
be modified by experience rating 
or schedule rating, and if located 
in the state of New York, by ex- 
perience rating plus the premium 
discount plan. The policy form, of 
course, should be the comprehen- 
sive policy as it is automatic and 
provides the broadest protection. 
It will cover the ownership and 
existence of property, all of the 
premises hazards, including eleva- 
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tors, and all business operations 
on or away from the premises. 
Likewise, if there are any altera- 
tions or structural repairs made on 
the premises, the insured will be 
covered whether the work was 
done by direct employees or. sub- 
contractors. If any sub-contractor 
works for the insured at or away 


Frank M. Bullen 


from the premises, the policy will 
cover. It will include products lia- 
bility coverage, automobile bodily 


injury coverage for all cars owned 
by the insured as well as hired 
cars and non-ownership. Concern- 
ing this policy, the following points 
might be enumerated by the so- 
licitor to his prospect when he 
sells this comprehensive contract: 
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(1) The policy covers for lia- 
bility insurance instead of specific 
hazard insurance. One not 
safely predict what hazard may or 
may not cause a subsequent loss. 

(2) All fine lines of distinction 


may 


on specific hazards are eradicated. 
The insured is relieved of any anx- 
iety as to where one coverage be- 
gins or another terminates. 

(3) The exclusions of the com- 
prehensive form are few. The pro- 
ducer may, therefore, emphasize 
that the exclusion of anything is 
the inclusion of that not men- 
tioned. 

(4) The 
view his liability insurance needs 
The in- 


insured need not re- 


more than 
sured can fix his responsibility on 


once a year. 
the producer in connection with 
liability insurance. 

(5) The producer is relieved of 
embarrassment if by chance 
he should overlook a hazard. The 
policy, on such hazards within its 


any 


scope, accordingly protects the in- 
sured against oversight on the part 
of the producer. 

(6) Except as respects the ex- 
clusions of the policy, it is fully 
automatic. A producer should em- 
phasize this feature. 

Of course, in placing any com- 


prehensive policy, the necessity of 


having the insured understand that 
the undertaking of the company 
is to cover all hazards within the 
insurance language that are not 
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specifically excluded, is in consid- 
eration of the insured’s agreement 
to pay premium upon all such 
hazards as exist during the policy 
period. 

While the comprehensive policy 
is automatic in its scope, there are 
three optional features of coverage 
in the contract. The insured may 
elect to insure under all three or 
any one of the three options or 
elect not to insure under any of 
the options. The optional features 
are: (1) products liability, (2) 
contractual liability, and (3) prop- 
erty damage. 

Products liability: Another po- 
tentially serious which 
the producer must analyze for his 
client. The liability of the vendor 
to the person or persons who have 
suffered an injury in consequence 
of the sale or distribution of goods 
or merchandise or services related 


exposure 


thereto is deeply rooted in law. 
Generally, goods sold must be suit- 
able for the purpose for which 
they were sold. A great variety of 
merchandise is sold by a large re- 
tailer, and no prudent buyer of 
insurance will overlook insuring 
against this hazard, particularly if 
any of the goods sold are for in- 
stallation in the home of the pur- 
chaser. 

Contractual liability: Requires a 
very careful analysis on the part 
of the producer of each and every 


agreement. Certainly, if there 
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A great variety of merchandise is sold by a large retailer 


were no exposure to loss, the par- 
ties who entered into the agree- 
ment would not have inserted an 
indemnifying clause. The indem- 
nity therefore, 
carefully studied and analyzed so 
as to determine what potential ex- 


clause, must be 


posure to loss may exist. Certainly, 


it will be agreed that if the ex- 
posure to loss is slight, then the 


insurance costs will follow that ex- 
posure. 
Property damage: There is a 
mistaken idea that property dam- 
age liability is something that is 
confined to a contractor doing ex- 
cavation or heavy contracting 
damage 


This 


idea is outmoded, and the analysis 


work, or is a form of 


caused by an automobile. 
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made by the producer of a retail 
store should under no_ circum- 
stances overlook the needs of prop- 
erty damage coverage if the opera- 
insured indicate an 


tions of the 
exposure to loss from this origin. 
If the insured installs any of his 
goods or fixtures on the customer’s 


premises or services appli- 
ances, there is a serious exposure 
to loss. Other property damage, as 
the underwriters call this form, 
should be explained to the buyer 
of insurance, pointing out to him 
that it does not cover damage to 


any 


property owned, occupied by or 
rented to the insured, neither does 
it cover damage to property in the 
care, custody or control of the in- 
sured. The exception to this ex- 
clusion would be if property dam- 
age for contractual liability on a 
sidetrack were insured, in which 
case the exclusion is only to prop- 
erty owned, occupied by or rented 
to the insured. Consequently, the 
box car or freight car on the siding 
may be in the care, custody or 
control of the insured, yet it is 
covered by the policy. 
Comprehensive auto fire policy: 
The producer will make a careful 
survey of all automobiles owned 
by the insured and determine the 
automobile in his 
survey in that 
may be insured on an adequate 
recommend in- 


each 
order 


value of 
these cars 
basis. He should 
surance on a comprehensive basis, 
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i.e., comprehensive loss of or dam- 
age to the automobile except by 
collision or upset, and for an addi- 
tional premium, extend the policy 
to cover the hazards of collision or 
upset, which hazards are excluded 
from the comprehensive form. The 
policy allows a substitution of au- 
tomobile provided that the com- 
pany is notified within 30 days, 
or a newly acquired automobile 
provided the company insures all 
of the automobiles owned by the 
named insured and the company 
is notified within 30 days. Because 
of these limitations, the producer 
should point out to the merchant 
the 30-day rule or arrange com- 
plete automatic coverage for new- 
ly acquired automobiles. 

The three “D” policy: It will be 
found that the retailer is exposed 
to a loss of goods or money caused 
by either dishonest employees or 
others steal prop- 
erty. The chances of loss in the 


who valuable 


form of money are considerable. 
There is always an accumulation 
of money covering the day’s re- 
ceipts, or the accumulated money 
may be taken to the bank for de- 
posit, with its exposure to hold-up, 
or considerable funds may accumu- 
late after the close of banking 
hours, thus necessitating their be- 
ing placed in a locked safe over- 
night. The comprehensive dishon- 
esty, disappearance and destruction 
policy, generally called the three 
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“D” policy, is a popular form of 
coverage very broad in its scope, 
and- under a single policy com- 
bines the following optional cov- 
erages: 

Employee dishonesty 
(either Form A—primary commer- 
cial blanket bond coverage, or 
Form B-—blanket position bond 
coverage); money and _ securities 


coverage 


broad form coverage within prem- 
and securities broad 
premises; 


ises; money 
form coverage 
safe deposit box coverage, and de- 
positors forgery coverage. 

The policy may be extended by 
standard endorsements to include 


outside 


additional insuring agreements 
which provide the following cov- 
erages: incoming check forgery 
coverage, open stock burglary cov- 
erage on merchandise in specified 
premises, open stock theft coverage 
on merchandise in specified prem- 
ises, broad form payroll coverage 
within and outside premises, broad 
form payroll coverage within prem- 
ises only, and open stock burglary 
and limited theft coverage on 
merchandise in specified premises. 

The policy is issued for an in- 
determinate period with premium 
payable either on an annual or a 
three-year basis. The premium for 
the policy shall be predicated 
upon exposures disclosed by the 
insured in a standard form of ap- 
plication obtained as of the incep- 
tion date and in a standard form 
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of questionnaire obtained at the 
beginning of each premium period. 

Workmen's compensation insur- 
ance: All producers recognize the 
importance of adequately insuring 
a risk for workmen’s compensation 
insurance. The producer should 
see to it that the employer com- 
plies with the law in every respect, 
such as filing forms and putting 
up posting notices. The risk should 
be analyzed from a rating angle. 
Experience rating is compulsory on 
all compensation risks that qualify 
for it. Consequently, the producer 
should secure a letter of authority 
from the insured, authorizing the 
compensation board or bureau to 
furnish the producer with a copy 
of the rating data in order that it 


might be analyzed. Also, it will 
enable the producer to be con- 
versant with the loss history of the 
risk. Perhaps the risk may come 
under the premium discount plan 


or, if large enough, one of the 
retrospective rating plans. The in- 
sured should be told that he has 
an option, in those states where 
the plan is approved, to use the 
premium discount plan or exercise 
his option and elect to come under 
either retrospective rating plan 
“A,” “B” or “C.” The following 
are the advantages that may be 
fairly claimed for retrospective 
rating: 

(1) It enables employers pay- 
ing a thousand dollars or more for 
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compensation insurance to reduce 
their premium costs through their 
own efforts in the prevention of 
accidents. (2) It reflects a change 
in loss experience more quickly 
than do the experience rating 


plans. Its loss ratio basis reflects 


current wage levels only, whereas 
other methods of rating are af- 
fected by wage levels of several 
years past. (3) It puts emphasis 
on the employer's own loss ratio, 
thereby largely freeing him from 
insurance averages. 
Comprehensive plate glass in- 
surance: This coverage is designed 
to defray the cost of replacement 
of glass that is accidentally broken. 
It also covers damage to glass by 
chemicals caused either 
maliciously or accidentally to the 
extent that the glass, lettering or 
ornamentation thereon is there- 
unfit for the 
which it was used before such ap- 
plication. The policy, up to a limit 
of $75, will also cover the board- 


acids or 


after purpose for 


ing up or installation of temporary 
plates in the windows where it is 
necessary to do this because of an 
unavoidable delay in the replace- 
ment of the glass. Here again, the 
producer must make a very caretul 
survey because only the glass de- 
scribed in the policy is covered. 
The size of the plate to be cov- 
ered, the type of glass in the plate 
and the position of the plate in the 
building are all needed in order 
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to properly rate a mercantile plate 
glass risk. Certain types of glass 
and all lettering and ornamentation 
are rated according to value, and 
in these dollar value is 
needed besides the other informa- 
tion. 

Any style or type of glass can 


cases a 


be covered. Most common of the 
types of glass insured is plain 
plate. This is the ordinary clear 
glass seen in most store fronts. 
Herculite doors and side panels 
are in prominent use in new and 
remodeled buildings. Running in 
value around $300 per door, they 
are rated according to their value. 
Carrara, vitrolite and similar struc- 
tural glass are in common use in 
store front construction. 
This type of glass is rated by its 
surface Glass blocks 
bricks are also used for structural 
construction in the front of build- 


general 


area, and 


ings. High replacement cost makes 
them somewhat less common than 
other structural glass. Lettering or 
ornamentation on windows, a busi- 
ness asset, is rated by value. 
Show cases and wall cases are 
the most common types of busi- 
ness furniture insured 
building. Refrigerator meat cases 
and frozen food cases, both com- 


inside the 


mon food store fixtures, are always 
an acceptable item for insurance. 
Glass has become increasingly im- 
portant in modern store front con- 
struction. Opening new areas for 
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display and offering a basis for 
unique styles of merchandise pres- 
entation, a modern well designed 
store front is a definite sales ad- 
vantage. Neon signs, both inside 
and outside of buildings, are rated 
on a valuation basis. 

Parcel post: Practically every 
retail merchant makes some ship- 
this 


gives the producer an opportunity 


ments by parcel post and 


to recommend against 
this 


should study the needs of the re- 


coverage 


losses of sort. Producers 


tailer from this angle and sell 
adequate protection against losses 
from this origin. 

In this article, brevity is essen- 
tial because of the enormous range 
of the 


quently, I have only attempted to 


subject matter. Conse- 


outline a few salient points of the 
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insurance needs incident to an in- 
surance program of a large retail 
store and also expressed occasion- 
ally pro or con on the merits of the 
forms of each coverage suggested, 
admitting that there may be other 
forms or ways with equal merit. 
The main purpose of this article, 
however, will be missed if it has 
failed to show the absolute neces- 
sity of planning an insurance de- 
velopment job and then, from that 
starting point, making a well ar- 
ranged and thorough-going survey 
of the This 
survey should put before the pro- 


merchant’s~ business. 
ducer a detailed picture of the in- 
surance his client that 
will clearly show the producer the 


needs of 


development job that lies ahead, 
which will be a plan of adequate 
indemnity and not a _hit-or-miss 
program of only selective hazards. 


rs 


No Vacancy 


Eddie, the hardware store clerk, had made 
a name for himself as the most inefficient and 
discourteous salesman ever. The atmosphere 
when he was absent one day was like the 
tranquil beauty of summer weather after a 
thunderstorm. One regular customer remarked 
on the difference. “Eddie ain’t just away,” said 
the proprietor, “he don’t work here any more.” 

“Do you have in mind for the 
vacancy?” the customer asked. 

“Nope,” said the proprietor. “Eddie didn’t 
leave no vacancy.” 


anyone 


—Canadian Underwriter 








ACCIDENT 
Object Lesson. A policyholder, urged 
by his producer to buy some accident 
insurance, told him to come back 
later, followed him out of the house, 
slipped on the sidewalk and broke 
his leg (Manhattan, Kan.). 


... AUTOMOBILE 


Going and Coming. A motorist drove 
his brand-new car across the railroad 
tracks and was hit by an eastbound 
train; an hour later, trying to get off 
the tracks, he was nicked by the 
westbound (McPherson, Kan.). 


... BURGLARY AND THEFT 


Cool Heads. In Newark, N. J., safe- 
crackers who entered a food shop 
by way of a hot-air vent in the floor, 
carried the owner’s safe into the ice- 
box where they had an opportunity 
to cool off and remove $2,000 with 


no chance of detection. . . . In Oak- 
land, Calif., a thief got away with 
$2,125 in cold cash belonging to a 
meat company. The cash had been 
hidden in a refrigerator. . . . Mistake? 
A homeowner was puzzled over the 
motive of burglars who broke into 
his garage and not only failed to take 
anything, but left behind three auto- 
mobile tires and wheels worth more 
than $50 (Niagara Falls, N. Y.).... 
Loot. In New York City, burglars 
who succeeded in blowing open an 
office safe found nothing inside except 
an instruction pamphlet on how to 
open the safe. . .. Hampered. In Den- 
mark, Wisconsin, a bank president 
whose bank had been held up, ex- 
plained that the burglar-alarm system 
had worked fine; the only trouble was 
that the guard’s rifle ammunition was 
locked in a safe. 


... FIRE 


Watchful. A visitor to a local exhibi- 
tion surreptitiously crept into a se- 
cluded corner for a smoke. The 
cigarette was knocked from his mouth 
by a falling sign board. The sign read 
“No Smoking” (Birmingham, Eng- 
land). Salvage. Firemen who 
rescued a woman from a_ burning 
building rushed back in to save her 
girdle—which had $2,200 sewn into 
the lining (Kansas City, Mo.). 


... MISCELLANEOUS 


Hazards. In Cincinnati, an artist draw- 
ing cartoons at a safety show, stepped 
back to admire his work, fell off the 
platform. In Watertown, N. Y., a po- 
liceman on his way to deliver a lecture 
on “Safety and Accident,” dropped 
the hundred-pound bundle of safety 
pamphlets he was carrying and cut 
his hand on the metal binding. 














A complete system of report- 
ing and investigating traffic 
accidents is a prerequisite to 
determining causes and con- 
trols. Read what Chicago ac- 
complished in the first five 
months its system was in 
effect! 


Chicago’s New Traffic Plan 


HE ONLY AVAILABLE records of 
dk Chicago traffic accidents for 
July 1948 show a total of 1,474 ac- 
cidents. In August, after a new 
record system and _ investigation 
program went into operation, traf- 
fic accidents totaled 5,011. 

The reason for this startling in- 
crease is that prior to reorganiza- 
tion of the department's traffic con- 
trol machinery by the Traffic Divi- 
sion of the International Association 
of Chiefs of Police, the Chicago 
department and certain personnel 
in the traffic engineering office kept 
records only of those accidents in- 
volving personal injury or death. 
The run-of-the-mill property dam- 
age accident, no matter how seri- 
ous, was not investigated or re- 
corded. Principals involved in 
property damage accidents let their 
insurance companies place the 
blame in court battles, or fought it 
out in court alone. The police made 
few arrests for traffic violations 
causing an accident, and _ intelli- 


gent, impartial accident reports 
were not kept. 

This situation, of course, made it 
difficult to determine accurately 
what the city’s total accident ex- 
perience had been for the past sev- 
eral years. It also made it impossi- 
ble to detect by analysis what vio- 
lations were contributing most to 
the city’s total of 505 persons killed 
and 22,000 injured during 1947. 

The field staff of the IACP Traf- 
fic Division, called in to help the 
city reorganize traffic control func- 
tions, recognized immediately that 
a complete new system of investi- 
gating and reporting should be set 
up. Today, a daily accident sum- 
mary is prepared by a competent 
analytical unit which is a key part 
of the new Traffic Bureau, located 
at Chicago’s Navy Pier. The sum- 
mary tells you at a glance what 
kinds of accidents have been hap- 
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pening, how many, comparisons 
with previous months and other in- 
formation which is necessary if a 
police department is to control 
traffic accidents. 

The accident summary produced 
daily by the analytical unit is but 
a small part of the new program 
Chicago has been putting into op- 
eration for the past year and a half. 

It started in this manner: 

Chicago’s Mayor Martin H. Ken- 
nelly and Alderman George D. 
Kells, chairman of the City Coun- 
cil’s Committee on Traffic and Pub- 
lic Safety, recognized that the city’s 
traffic was highly dangerous, con- 
gested and generally uncontrolled. 
They knew that it was increasing 
in volume; that the situation was 
rapidly getting out of hand. 


Wuat OtHers Hap DONE 


Viewing other cities above 500,- 
000 population, they found that 
several had launched control pro- 
grams which were lowering the 
death rate and bringing some order 
out of near chaos. Both Los An- 
geles and Detroit, assisted by the 
IACP Traffic Division, had such 


programs in operation. And De- 
troit’s death rate per 10,000 regis- 


tered vehicles for 1947 was 4.2 
compared with Chicago’s 8.8. The 
rate in Los Angeles was 5.6 and 
going down. Mayor Kennelly asked 
the Traffic Division to take a quick 
look at Chicago’s traffic problem. 
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After the report was submitted, 
it was agreed that a full-scale study 
of the situation should be under- 
taken. This study showed that a 
complete overhaul of the traffic po- 
lice, court, traffic engineering, safe- 
ty education and legislative phases 
of control would be_ necessary. 
These changes were included in 
seven major recommendations for 
improvement which were submitted 
to the mayor and City Council. 
These were accepted, and the pro- 
gram was immediately initiated 
with IACP assistance. 


THE First STEP 


The first part of the job was to 
get the enforcement machinery— 
which involves the police as well 
as traffic courts—operating effec- 
tively. The Traffic Department was 
understaffed and inadequately 
housed. It lacked motorized equip- 
ment and there was little or no 
training. The courts were too le- 
nient, the fine schedule for traffic 
violations too low. Payments for 
minor violations could be mailed to 
the municipal clerk’s office with 
but little inconvenience to the vio- 
lator. These had poured into the 
court clerk’s office in such volume 
that the small staff handling them 
was 18 months behind schedule. 
There was no immediate follow-up 
for non-payment. There was no 
safeguard against ticket “fixing.” 

In the streets, hit-and-run drivers 
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were having a ghoulish and fright- 
ening field day. Drunk drivers were 
only occasionally punished as they 
deserved. It was cheaper to park in 
a no-parking zone and pay the 
penalty than go to a parking lot. 
Some violators were finally caught 
holding 20 to 30 parking tickets. 
The traffic engineering function 
was bogged down because the de- 
partment’s budget was inadequate. 
Signs were posted without review 
by competent authority and were 
not properly maintained. 

There was no agency directly 
concerned with traffic safety edu- 
cation. Newspapers did, however, 
launch occasional editorial broad- 
sides at police ineptitude and at 
the careless motorist and pedes- 
trian. Certain service and automo- 
bile clubs conducted seasonal pe- 
destrian campaigns. However, the 
average motorist and pedestrian 
made his way through the city’s 
traffic jungle just about as he 
pleased. 

These were some of the prob- 
lems the IACP faced when it un- 
dertook reorganizational work. The 
field staff first organized: a new 
Traffic Bureau, dividing it into four 
major divisions—accident investiga- 
tion, enforcement, parking and in- 
tersection control, and service. Per- 
sonnel strength was increased from 
569 to 1,100 men. 

Motorized equipment was ob- 
tained. Twelve accident investiga- 
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tion cars formerly operated were 
increased to 47. Each unit is now 
provided with a camera, first-aid 
kits, steel tape for measuring skid 
marks, blankets, flares and fire ex- 
tinguishers. Their job is to investi- 
gate all accidents and to arrest vio- 
lators involved whenever the phys- 
makes such arrest 


ical evidence 





Franklin M. Kreml 


justifiable. Personnel assigned to 


the accident investigation units 
were carefully selected with IACP 
assistance. Special were 
conducted to give them the basic 
knowledge needed in scientific ac- 
cident investigation. 

The Enforcement Division, which 
is primarily concerned with viola- 
tions committed while vehicles are 


schools 
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in operation, now operates 50 en- 
forcement coupes and 150 solo mo- 
torcycles, most of which are 
equipped with two-way radio. This 
personnel is selectively assigned to 
areas where the accident experi- 
ence is high. They are assigned 
during times of greatest accident 
experience. 


MountTeED Division REPLACED 


The Parking Intersection 
Control Division three- 
wheeled motorcycles, a portion of 
which have replaced the horse- 
mounted division formerly used in 
directing traffic in the loop. Most 
of these units operate in highly 
congested and heavily traveled 
areas to facilitate smoother flow of 
traffic and reduce accident hazards 
created by unsafe driving and il- 
legal parking. 

Giving meaning and direction to 
the functioning of the three main 
motorized divisions or units operat- 
ting on the streets is the work of 
the new record and analytical unit 
which is part of the Service Divi- 
sion. As noted earlier, before it was 
organized the department kept rec- 
ords of personal injury and fatal 
accidents only. Now, however, all 
reported accidents are investigated 
and complete reports made. From 
such reports the analytical section 
determines accurately just what 
the city’s accident experience has 
been, where enforcement must be 


and 
uses 65 


Midsummer 


stepped up, what violations are 
causing deaths and at what times. 
Without such analysis it is impos- 
sible for administrators to direct 
street personnel with intelligence. 

Use of chemical testing to deter- 
mine driver or pedestrian intoxica- 
tion was also introduced. Equip- 
ment was purchased and installed 
in key stations throughout the city. 
Thirty operators were trained in 
testing procedures. A hit-and-run 
unit was formed, and its personnel 
was given special training in track- 
ing down this type of violator. Ac- 
cidents of this type are now thor- 
oughly investigated; necessary fol- 
low-up work is carried out. A safe- 
ty education unit was formed with- 
in the Traffic Bureau and began 
working with the city’s newspapers, 
radio stations and public support 
groups. 


BuREAU REORGANIZED 


Concurrent with these changes 
the IACP staff assisted in reorgan- 
izing the municipal clerk’s new 
Traffic Violations Bureau. A staff 
was trained and modern business 
machines were installed, permitting 
the office to handle its responsibili- 
ties in a businesslike manner. A 
new fine schedule was adopted and 
put into operation. A non-fix traf- 


fic ticket was adopted as soon as 
the Violations Bureau was ready 
for business. It became necessary 
for the traffic law violator or his 
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The number of accident investigation cars was greatly increased 


representative to appear personally 
to pay his fine, thus doing away 
with the old system of mailing tick- 
ets which somehow failed to deter 
the chronic violator. 

Additional traffic court judges 
were assigned, and to make certain 
that all traffic judges and prosecu- 
tors were informed of the modern 
methods of enforcement as recom- 
mended by the IACP and set forth 


in the Action Program of the Pres- 
ident’s Highway Safety Conference, 
a special conference was held for 
them in the offices of the chief jus- 
tice of the Municipal Court. Ameri- 
can Bar Association representatives 
and the counsel for the Traffic In- 
stitute, Northwestern University, 
aided in the instruction. 

An administrative traffic engi- 
neering survey was made, resulting 
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in recommendations for sweeping 
changes in the strength and organi- 
zation of this bureau. This study, 
conducted for the IACP by the 
traffic engineering consultant for 
the Northwestern University Traf- 
fic Institute, revealed dangerous 
weaknesses in the engineering pro- 
gram and outlined an interim pro- 
gram to be fo!lowed until adequate 
funds could be provided for more 
thorough reorganization sometime 


after July 1949. 
COMPARATIVE STUDY MADE 


A comparative study of the city’s 
traffic ordinances with the national 
pattern embodied in the Model 
Traffic Ordinance was undertaken. 
It is expected that this study will 
result in changes in the city’s traffic 
code, inasmuch as diverse and con- 
fusing traffic regulations have con- 


tributed materially to accidents, 


congestion, inconvenience and dis- 


respect for the law. 

These were the salient points of 
the reorganization program under- 
taken by the IACP. It was a ter- 
rific job because of the sheer size 
of the city; also, because of certain 
conditions which had prevailed in 
the city’s government for many 
years. Consequently, almost the en- 
tire field staff of the Traffic Divi- 
sion was used in training and re- 
organizational work. 

The first phase of the enforce- 
ment program was launched July 1 


Midsummer 


with a parade of new equipment 
and personnel through the loop 
area. The parade signalized the 
start of a 90-day warning period 
during which it was hoped motor- 
ists would become accustomed to 
being stopped for violations of all 
types. Thousands of warning tick- 
ets were issued and the newspapers 
and radios joined in educational 
efforts. 

On October 11, the program be- 
fully with the 
opening of the new Violations Bu- 
reau at the pier and introduction of 
the new non-fix traffic ticket and 
stiffer schedule. During the 
preparatory period, however, 
deaths had continued their climb. 


came operative 


fine 


The city’s traffic record was the 
worst in the country. By the end of 
August, 32 more persons had been 
killed than during the first eight 
months of 1947, 

DeatH TOLL QuickLty Cut 

But within 60 days after launch- 
ing the new program, the’ death 
toll was cut down. The October 
toll was kept near the 1947 level, 
45 compared with 43 for 1947. 
During November the enforcement 
resulted in a 34 percent reduction 
in fatalities, 36 killed compared 
with 53 in 1947. In December, the 
record improved. In 1947 there 
were 78 persons killed during the 
month, 11 of them on Christmas 
Eve. In December 1948, deaths 
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were held to 43, a reduction of 46 
percent. Five hundred and _ five 
persons were killed in Chicago 
traffic during 1947. If the increase 
which prevailed during the early 
months of the year had continued 
through the last quarter, approxi- 
mately 550 persons would have 
been killed in Chicago traffic in 
1948. On this basis, 77 lives were 
saved in 1948, as the yearly toll 
was held to 473. 

The reduction in Chicago pro- 
duced an over-all reduction for the 
state during 1948. Illinois, because 
of Chicago’s reduction, concluded 
the year with nine fewer fatalities 
1947. The 
state exclusive of Chicago had an 
of 23 deaths! It is too 


than were recorded in 


increase 
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early to predict with accuracy just 
how much improvement will result 
in the city’s control of traffic as a 
result of IACP work. We are confi- 
dent, however, that with improved 
engineering, enforcement, legisla- 
tion and education for traffic safe- 
ty, the number of accidents of all 
types will be substantially brought 
down during 1949. 

Cost of IACP Traffic Division 
service to the city during 1948 
totaled approximately $31,000, of 
which the city assumed $17,000. 
The balance of $14,000 was con- 
tributed by the IACP Traffic Divi- 
sion from funds provided by grant 
organizations, of which the Associ- 
ation of Casualty and Surety Com- 
panies is one. 


te 


Conversationalist 


After a visit to dancing school, one mother 
advised her small daughter that she should 
not just dance silently like a totem pole; talk- 
ing to her partner was also a part of the social 


picture. 


On a later visit, the mother saw that each 
time the music started, the same little boy 
tore across the floor, bowed to her daughter, 
and swept her away to the music. 

On the way home, the mother asked why 


the same lad chose her 
her small daughter explained. 


“Oh, him!” 


for every dance, 


“Tm telling him a continued murder mystery.” 
—Pacific Northwest Underwriter 





SMILE A WHILE 


“Mrs. Mackle is a perfect wizard. Yesterday she bounced one off 
three trees and a caddy, right onto the green!” 


ul 4 hed 





“This sand tastes about as good as any—let’s have our picnic here.” 
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Fire insurance ratemaking is 
complicated by the fact that 
it attempts to make a specific 
rate for every risk. Neverthe- 
less, says this author, the basic 
principles are simple and 
should be understood by pro- 
ducers 


The Hazard Makes the Rate 


T IS PERHAPS unfortunate that 
l most people know as little 
about fire insurance ratemaking as 
they know about the intricacies of 
atomic energy production, even 
though it is not nearly so compli- 
cated. 

Nevertheless, making rates for 
fire insurance is more complicated 
than other forms of rating. One 
reason for this is the fact that fire 
insurance is the only branch of in- 
surance that attempts to make a 
specific rate for every risk. For ex- 
ample, in the automobile field, car 
risks are not rated for their con- 
struction, type of roof, capacity of 
gasoline tank, combustible contents 
such as upholstery, absence of 
sprinkler system and alarm system, 
water supply and all the other fac- 
tors that go into the making of a 
fire rate. 

A fire insurance ratemaker strives 
to establish a specific rate for a 
specific hazard, such as a_ brick- 
protected, ordinary construction, 


By BENJAMIN M. HERMES 


cleaning and dyeing plant, involv- 
ing the use of flammable liquids, 
combustible materials, sprinkler sys- 
tem protection, alarm service and 


many other features. Fire insur- 
ance ratemaking is probably sub- 
ject to more factors, raising and 
lowering it, than any other insur- 
ance. 

Fire insurance ratemaking today, 
enveloped with diversified sched- 
ules, filings, underwriting experi- 
ence, expenses, regulations, the 
complex problems of hazards and 
exposures and adequate insurance 
coverages, is a complicated busi- 
ness. Still, the basic principles are 
simple and unchanging. 

Fundamental in insurance is the 
idea of spreading the losses of the 
few over the shoulders of the 
many. From experience we learn 
how many of a given class of risks 
will suffer loss in a given period. 
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We never know in advance which 
ones will be hit by fire, windstorm, 
other but 
through insurance, that which 
to the 
ab- 


explosion or perils; 
would be a crushing blow 
individual property owner is 
sorbed and spread among 
The cost of that loss and of all in- 


many. 


sured losses of the same type be- 
comes merely a minor item of op- 
erating expense anticipated and 
budgeted, instead of economic dis- 
aster, 

To go no further than that in 
applying the principle of insurance 
today, the insurance business might 
be simple; but not for long. All the 
property owners in a given terri- 
tory would simply pay their frac- 
tion of the total losses, plus a mod- 
erate amount for overhead, but the 
man with the $10,000 dwelling 
would not long pay as high a pre- 
mium as the man with the $100,- 
000 mercantile. The cost of insur- 
ance must be scaled to the amount 
at risk. It would not be long before 
the owners of superior buildings 
that they were having 
fewer or smaller losses than owners 


realized 


of inferior buildings. Insurance de- 
veloped as a free enterprise, and 
insurers have been alert to offer the 
public protection at a cost propor- 
tionate to the hazard. 

There is no need to go further 
into the refinement of ratemaking 
and the intricacies of the systems 
used to measure the relative haz- 


Midsummer 


ards of different classes of risks to 
illustrate the principle. What must 
be remembered is this: the princi- 
ple that the hazard determines the 


rate is constant in ratemaking. 
However refined and exact the sys- 
tem of measuring that relative haz- 
ard, human judgment must enter 
into its application. 


© Kaiden-Kazanjian 
Benjamin M. Hermes 


Whatever rate may be deter- 
mined for the individual risk, the 
total of the premiums paid by any 
given class of risks must be suffi- 
cient to cover the losses and the 
reasonable necessary operating ex- 
penses of the insurer on that class. 
Though the term now appears in 
the laws of some states for the first 
time, there is nothing new in the 
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requirement that rates must be 
adequate as well as reasonable. A 
rate that is inadequate is just as 
unreasonable as a rate that is too 
high. The effect of an inadequate 
rate on the buyer of insurance is 
worse, if anything, than the effect 
of an excessive rate, 

RESULTS OF INCORRECT RATES 

If the rate is too high, the prop- 
erty owner pays considerably more 
perhaps than he should for insur- 
ance; but he will not pay that too 
long because competition 
takes care of such situations. If the 
rate is too low, however, he may 
suffer an uninsured loss for thou- 
sands of dollars through inability 
to secure insurance. Still worse, if 


soon 


rates are inadequate over a long 
period of time, the soundness of in- 
surers is threatened; and there is 
nothing so useless as a policy in a 
collapsible insurance company. It 
is easy to understand, therefore, 
that the public as well as insurance 
companies are best served when 
rates are neither too high nor too 
low. 

The rules in the manual 
sometimes seem more like a mys- 
tery than the actual making of 
rates, but those rules are an essen- 
tial part of ratemaking. Certainly if 


may 


a given class of risks is to be rated 


equitably, there must be some com- 
mon understanding, some clear 
definition of what constitutes that 
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class. Unless a coverage is clearly 
delineated by uniform forms and 
clauses, the rates for that class 
would be meaningless. Without ad- 
herence to the manual rules and 
uniformity in coverage, there could 
be little reliance on the loss statis- 
tics which are the basis of the rates. 

Admittedly, the manual rules are 
not always as clear as they might 
be. In part this is due to the demo- 
cratic way in which they are made. 
They are not edicts composed by 
some dictator, they are the product 
of a democratic process carefully 
drafted, discussed and rewritten by 
the duly elected and appointed 
representatives of the companies. 
Like democratically drafted laws, 
the rules are often partly the result 
of compromise. If in practice they 
prove to be misunderstood or un- 
reasonable in effect, they are 
amended by the same democratic 
process. Some of the misunder- 
standings and resultant complaints, 
however, are not the fault of the 
rules themselves. 


READ TO UNDERSTAND 


Many times rules are condemned 
as ambiguous when their meaning 
would be perfectly clear if they 
were read without bias, with a sin- 
cere desire for understanding. In 
such cases the ambiguity arises 
when the reader of the 
starts going over a new rule with 
a magnifying glass looking for a 


manual 
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Midsummer 


The losses of the few are spread over the shoulders of the many 


loophole. He may not find the loop- 
hole, but he may manage to start 
an argument about the exact mean- 
ing of a word or a clause that will 
arouse doubt in the minds of 
others. 

There is no complaint on this 
score. Agents and brokers and com- 
pany men are doing their duty 
when they try to secure the broad- 


est possible protection for their cli- 
ents at the lowest possible cost. As 
the courts have held so many times 
in the case ef insurance contracts, 
if a contract is ambiguous the 
party who did not have a hand in 
writing it should be given the 
benefit of the doubt. Similarly, if a 
manual rule is ambiguous those 
who use the manual should be, and 
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are, given the benefit of any doubt. 
But the rating organization should 
not be accused of skulduggery if 
its understanding of a given rule 
does not coincide exactly with your 


own. All of us will be happier and 
easier in mind if all insurance men 
determine to gain a better under- 
standing of the rules and how they 
are made. 
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“Next week I will have completed 25 years of service here—I want 
to make it clear to him that I’ve got a watch!” 





The insurance needs of manu- 
facturers vary widely depend- 
ing on the size and extent 
of their operations. Producers 
with manufacturer clients will 
find this check list of cover- 
ages helpful; it includes some 
that are frequently over- 


looked 


What the Manufacturer Needs 


By ALFRED H. EDWARDS 


Ms INSURANCE AGENTS are 
plagued with the inherent 
fear of some day having an im- 
manufacturer client re- 
which 


portant 
port a loss for insurance 
was available but which he over- 
looked in his presentation. It could 
mean the loss of a profitable and 
highly-prized account; but 
more important, the conscientious 


even 


feels, under such 
circumstances, that 


to perform the service expected 


agent always 


he has failed 


of him. 
The 


manufacturer 


insurance needs of the 


vary widely, de- 
pending upon the size and extent 
of his operations. Generally, the 
complete insurance requirements 
may be determined only through 
the medium of a careful survey of 
exposures of insurable hazards. 
In view of the wide variations 
and rapidly changing condition; 
in the operations of manufactur- 
ers, it becomes necessary at times 
to have coverage “tailor-made” to 


fit the exposure. While the lines 
which we. shall 
all-inclu- 


of insurance to 
refer are therefore not 
sive, it is hoped that you will find 
the list helpful in your study of the 
insurance needs of your manufac- 
turer clients. Some of these lines 
are frequently overlooked, or their 
importance not recognized. 

In making such a study of insur- 
ance needs, it may prove helpful 
to divide the requirements of the 
into four 


manufacturer basic 


groups. 


Group ONE 
This embraces exposures repre- 
senting direct reimbursement to 
the assured for losses sustained of 
These are 


an insurable nature. 


generally based upon _predeter- 
mined values, and the extent of a 
loss may be reasonably evaluated 


in most instances. The following 
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lines of insurance may be consid- 
ered as coming under this group: 


BUILDING AND CONTENTS 
Fire insurance—and those lines 
which may be added to the basic 
fire insurance policy consisting of: 
extended coverage endorsement— 
adds _ windstorm, hail, 
riot and civil commotion, aircraft, 


explosion, 


vehicle and smoke damage; van- 
dalism malicious mischief 
(may be added only with the ex- 
tended endorsement) ; 
extra expense, removal of debris, 
rental value, contingent liability 
from operation of building laws, 


and 


coverage 


builders risk insurance, consequen- 
tial loss or damage, leasehold in- 
terest (for tenants), improvements 
and betterments (for tenants), 
unearned premium insurance. 

Boiler and machinery insurance, 
including by endorsements non- 
ownership (explosion), 
interruption (use and occupancy), 
outage insurance. 


business 


Sprinkler leakage. 
Glass insurance. 


Electrical signs. 


Contract bonds (construction). 


VEHICLES 
Automobile collision. 
Automobile fire and theft. 
Automobile comprehensive fire 
and theft. 
Aircraft hull insurance, 


In TRANSIT 

transportation; 
(both in- 
while in 


marine 
merchandise 


Inland 
covers all 
coming and outgoing) 
transit by railroad or railroad 
freight, coastwise steamer (if ap- 
plicable), public truckmen, as- 
sured’s own vehicle, messengers. 

Parcel post. 

Pattern floater. 

Processor floater. 

Garment contractors floater. 

Ocean marine (import and ex- 


port). 
Money, SECURITIES & PROPERTY 


Money and _ securities, broad 
form. 

Mercantile safe burglary. 

Messenger robbery. 

Interior robbery. 

Paymaster robbery. 

Safe deposit box burglary and 
robbery. 

Mercantile open stock burglary. 

Valuable papers. 

Credit insurance. 

Fidelity bonds. 

Forgery. 

Comprehensive dishonesty, dis- 
appearance and destruction. 

All of the 


surance represent coverages which 


above forms of in- 
provide direct reimbursement to 
the sus- 
tained, and, with the exception of 
fidelity and forgery, the extent 


manufact urer for k sSes 
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of a loss may be reasonably eval- 
uated. 


Group Two 

This group represents exposures 
involving third-party — claimants. 
These are generally of a legal lia- 
bility nature, and the extent of a 
loss cannot, in most cases, be pre- 
determined. The following lines 
of insurance may be included in 
this group: 

Motor vehicle liability and prop- 
erty damage, including non-owner- 
ship and hired cars. 

Aircraft liability and 
damage. 


property 


Premises and operations liabil- 
ity and property damage. 

Elevator liability and property 
damage. 

Contractual liability and prop- 
erty damage. 

Owners’ protective liability and 
property damage. 

Products liability and property 
damage. 

Workmen’s compensation. 

Employers’ liability. 

Comprehensive liability policy. 

With the exception of work- 
men’s compensation, in which the 
benefits are fixed by law, it is not 
possible to predetermine the ex- 
tent of losses which may arise 
under this group; therefore rea- 
sonably high policy limits should 
be recommended. 


Midsummer 


Group THREE 


This group represents voluntary 
assistance to others. These are 
principally of a social or humani- 
tarian nature, and a fine public 
relations builder. 


and employee 


The following forms of insurance 
may be considered as coming un- 


Alfred H. Edwards 


der this group: 

Group life insurance: provides 
life insurance on the lives of em- 
ployees for the benefit of their 
families. 

Hospitalization insurance: pro- 
vides payment of hospital expenses 
for employees and members of 
their families. 

Air travel insurance: group pol- 
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icy covering employees for speci- 
fied amount against the hazards 
of air travel. 

Key man insurance, life: pro- 
vides reimbursement for financial 
loss resulting from the death of a 
key man in the business, and pro- 
vides a reserve fund upon his re- 
tirement from the business. 

While there is usually no direct 
obligation on the part of a manu- 
facturer to provide any of these 
they are becoming in- 
manage- 


benefits, 
creasingly important to 
ment-employee relations. 

Group Four 

This group provides the protec- 
tion required by the manufacturer 
to indemnify others. These are 
principally in the nature of surety 
bonds required to permit the man- 
ufacturers to proceed under vari- 
ous regulatory laws and in the 
performance of specific agreements. 
Included in this group are the fol- 
lowing: 

License and permit bonds: these 
are required by Federal and vari- 
ous political subdivisions in con- 
formity with specific laws and 
ordinances. They vary widely, de- 
pending upon the operations of 
the manufacturer. 

Supply contract bonds:  fre- 
quently required by Federal and 
state subdivisions to guarantee that 
the manufacturer will fulfill the 
conditions of the contract for 
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furnishing supplies. 

Customs bonds: required by the 
Federal government to meet reg- 
ulations for importing certain mer- 
chandise. 

Internal 
the Federal 
performance of regula- 
tions or the payment of Federal 
Excise Taxes. 

Court bond: required by vari- 
ous courts of law to support litiga- 
tion. : 


revenue: required by 


government for the 


specific 


A “Must” For ALL 


Now let’s quickly consider sev- 
eral lines that are sometimes over- 
looked. One of the most important 
lines of protection, which could 
well be labeled a “must” for all 
manufacturers, is that of fidelity 
bonds. Losses created through the 
dishonest acts of employees are in- 
dicated as an exception to that part 
of the general rule of group one, 
whereby the extent of a loss may 
be reasonably predetermined. The 
inability to judge the extent of 
such losses should in itself indi- 
cate the importance of carrying 
this protection. Newspapers fre- 
quently publicize dishonesty losses 
of substantial amounts; but there 
are many losses which do not get 
into print because of a natural 
aversion of employers to adverse 
publicity. 

The need for this coverage be- 
comes apparent when we realize 
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Midsummer 


Make a careful survey of exposures of insurable hazards 


that losses from dishonesty are es- 
timated to parallel the losses sus- 
tained through fire. Certainly few 
manufacturers would fail to carry 
fire insurance. Nearly everyone 
has watched the spectacular de- 


struction wrought by fire, and it is 
not difficult to visualize a similar 
involving their 


catastrophe own 


possessions. Dishonesty losses can 


be equally disastrous, if not so 
spectacular, to the financial struc- 
ture of the manufacturer. 

The principal reasons some em- 
ployers do not carry fidelity pro- 
tection is their reluctance to be- 
lieve that any of their employees 
would prove dishonest or their 
feeling that it is a reflection upon 
the trust reposed in them, Another 
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form of sales resistance commonly 
met is pride in the pzesumable in- 
fallibility of 
tem. Companies have paid losses 


the accounting sys- 


on some of the largest manufactur- 
ing firms in the country, notwith- 
standing their excellent account- 
ing systems. It is up to us to con- 
vince such employers that bonding 
their employees is not a reflection 
upon them, but 
forces which tend to change the 
lives of all of us, for both good 
and bad. The recent embezzle- 
ment of nearly $1,000,000 by a 
man highly regarded by his em- 


recognition of 


ployers and his community is an 
example of how individuals may 
suddenly change after years of ex- 
emplary living. While a good ac- 
counting system is essential, the 


system has yet to be devised 


which can not be circumvented. 


Use BLANKET Forms 
When fidelity 
protection, use the blanket forms 
of fidelity Attempting to 
single out certain employees to be 
bonded, on the theory that they 


recommending 


bonds. 


occupy positions of trust in which 


the possibility for loss would ap- 
pear greater, seems to me to be 
analogous to trying to insure cer- 
tain large plant 
against fire because those portions 


portions of a 


seem more combustible. Even if it 
were possible to do this, no manu- 
facturer would care to proceed on 


WHAT THE MANUFACTURER NEEDS 


that basis. It is equally important 
that his fidelity protection be all- 
inclusive as to personnel. Reference 
to the records of any of the lead- 
ing underwriters of this class of 
conclusively prove 
blanket 


business will 


the wisdom of modern 
coverage. 

For the manufacturer, I recom- 
mend the comprehensive dishon- 
esty, disappearance and destruction 
policy, in which, in addition to the 
blanket fidelity protection, it is 
possible to combine in one instru- 
ment all of the various policies 
insurance 

kind of 


loss which could occur in connec- 


necessary to provide 


against practically every 
tion with and _ securities. 
With complete coverage under all 
the comprehensive 
dishonesty, disappearance and de- 


money 
sections of 


struction policy, assureds need not 
prove which crime caused the loss, 
because disappearance or destruc- 
tion of money or securities is cov- 
ered. Separate policies require 
bringing the loss within specific 
confines of the policy. 


ContTRACT BOoNpDs 
Another form of protection for 
the manufacturer, often  over- 
looked because of infrequent de- 
mand, is contract bonds when new 
plant facilities or additions to ex- 
isting plants are contemplated. It 
should be recommended to the 


manufacturer that he require of 
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the contractor contract bond 
guaranteeing completion of the 
work in accordance with the 
terms and conditions of the con- 


a 


tract. 
It is hoped that the suggested 


be 
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groupings may assist you to better 
plan the insurance needs of your 
manufacturing clients, and to make 
of protection 
complete sound 


recommendations 
necessary to 
insurance program. 


a 


“I want a bigger cut of the take!” 
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A GAPING HOLE and a few smoldering ruins are DEATH IN THE KITCHEN. A woman was killed 
all that remain after an explosion ripped through a in this terrific explosion which, officials said, oc- 
gas station, injuring the owner and a customer, and curred shortly after she lit the stove. Although the 
causing plenty of property damage. Two firemen were blast blew out the entire kitchen wall, the glass in 
injured, also, in the fire that followed. the cupboard doors remained intact. 


A Explosion 


THE NEWS IN PICTURES 


Collapse | 


FIVE WERE HURT. Firemen below survey wreckage FIVE ESCAPED. Five workmen were lucky to 
of false ceiling which collapsed with a roar in this escape death when this church collapsed while 
clothing store. Almost the entire ceiling gave way under they were working underneath it. Floor beams 
weight of water leaking from a faulty sprinkler system. supported the wreckage sufficiently to afford a 
Five persons were hurt, one seriously. narrow space through which the men crawled. 


. a aoe 








PLENTY OF TROUBLE resulted after collision with CLOSE CALL, Fifteen persons aboard this bus are 
auto threw driver of this bus from his wheel. Running thanking their lucky stars! Three feet more would 
wild, the bus knocked another car into a store front, have plunged them 30 feet to the river below. Acci- 
snapped off a light pole and plunged into a house. dent occurred when the bus struck a car and crashed 
The bus driver and a woman in the house were hurt. through the iron guard rail of the bridge. 


A Motor Vehicle 


tHE NEWS 


FOUNDRY FIRE, Firemen below are fighting flames FIREWORKS. Powerful streams of water, thrown 4 
¥ inside a block- long iron foundry after it was swept of fire boats from surrounding areas, play upon t 

y a fire which caused damages estimated as high as tating water front fire. Ship in foreground was blis 
$1,600. 000. More than 600,000 gallons of gasoline and scorched by intense heat of the oil-fed blaze bef 
oil stored nearby were threatened by the roaring blaze. towed away. The fire caused $1,000,000 in damagi 





ESSION. Rescue workers below are working to 
driver of this light truck from a tight spot between 
d iron pillar. After 33 minutes the truck was 
above pillar base and crew worked from beneath 
> driver. He suffered possible foot fracture. 


PICTU 


DEATH TRAP. Fireman below views the 
charred staircase and walls of a three-story 
tenement where five members of a family of 
seven burned to death. Eleven other persons 
escaped, leaping to roof of adjacent building. 


ed 


HITTING THE ROOF. After being hit by a runaway truck, 
this car hurtled a six-foot areaway and its front wheel went 
through the roof of a hou The occupant of the house and 
her two-year-old grandson escaped injury. Officials say this 
is the second time an automobile has landed on this house. 


RES 


Fire Y 


GRANDSTAND VIEW. News reporters below watch fire- 
men fight a losing battle in a multimillion-dollar race-track 
blaze which destroyed the clubhouse, turf club and grand- 
stand. The track had recently been closed for extensive 
improvements, was scheduled to open within a few days. 
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UNLUCKY STRIKE. Falling bricks caused by the DRAMA ON THE STAGE. A tragedy was almost 
Paci Northwest earthquake last April half buried enacted on this high school stage where six students 
this auto which was parked on a Seattle street. Six were eating their lunch when the earthquake struck. 
persons died, many were injured, and damages to prop- They escaped only a few moments before the heavy 
erty amounted to millions of dollars. stage hangings crashed down upon the stage. 


A Earthquake 


THE NEWS IN PICTURES 


Windstorm ¥ 


OPEN- Sc s ) JSE. The kids won't BIG BLOW. A considerable section of the roof of this country 
have to show up today in this building—the club was ripped away when the building was struck by high 
only one left standing after a tornado swept winds, with resultant damages estimated at more than $200,000. 
the area. The building is. a 50 percent loss, Three persons were injured. A dinner party was in progress 
with many rooms windowless and roofless. at the club at the time the storm struck. 








Six years of CPCU examina- 
tions in which candidates 
have been offered a choice 
of questions indicates that 
certain important subjects are 
being consistently avoided. 
Future examinees will do well 
to read this informative article 


You Can’t Duck Essentials 


N PREvi0us articles in THE Jour- 
I NAL, I have discussed the prin- 
cipal general causes for failure of 
CPCU examinees and outlined the 
notable deficiencies that had been 
discovered in certain subjects in- 
cluded in the examinations. A 
number of candidates have used 
this information to advantage. In 
an effort to help future examinees, 
I would like to point out some ad- 
ditional subjects in which examina- 
tion results have been unsatisfac- 
tory. 

Recognizing that even the best 
informed candidates cannot know 
all the answers, the Institute has 
always permitted examinees some 
choice in selecting questions to be 
answered. It is believed that this 
has the added advantage of reliev- 
ing candidates of some of the 
tenseness and stage fright that fre- 
quently go with the taking of ex- 
aminations. Apparently candidates 
don’t appreciate this line of reason- 
ing, because a six-year period of 


By H. J. LOMAN 


examinations reveals that the omis- 
sions are following a definite pat- 
tern. 

In the Part I examination, the 
subject most frequently avoided is 
accident and health insurance, and 
in Part II, ratemaking is consist- 
ently omitted, especially ratemak- 
ing in casualty insurance. Presum- 
ably, the principal reason for this 
discrimination is lack of prepara- 
tion in these subjects. The rela- 
tively poor quality of the answers 
submitted by those who do elect 
these questions substantiates this 
point. By repeatedly selecting the 
same areas for omission, it appears 
candidates are predetermining their 
choice. This defeats the purpose 
of the option, which is intended 
to allow for an individual’s chance 
“blind spot,” and not planned un- 
preparedness. Unless some change 
is noted in the near future, the 
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examination committee may find it 


advisable to remove the option 
with reference to the subjects that 


are so persistently omitted. 
EXPLANATIONS GIVEN 
The Institute believes that a 
knowledge of the subject matter 
of accident and health 
and ratemaking are reasonable and 


insurance 


proper requirements of CPCU can- 
didates. Examinees do not always 
agree with this point of view and 
have tried to explain the gaps in 
their knowledge. Regarding acci- 
dent and health insurance, many 
have said this is a line of insur- 
ance which they 
consequently they have never be- 


never handle, 
come familiar with it. Some assert 
this line is too highly specialized 
for the general insurance practi- 
tioner. Others maintain it is per- 
sonal insurance which should ac- 
company life Should 
these defenses be regarded as valid 


insurance. 


or just weak excuses? A recital of 
a few facts will enable you to draw 
your own conclusions. 

When the 


for Property and Liability Under- 


American Institute 
writers, Inc., was in its formative 
stages, the advisory committee 
made a definite decision that the 
designation to be awarded should 
contain the words “property” and 
“casualty” and, moreover, the ex- 
aminees should possess a knowl- 
edge of all of the significant sub- 


Midsummer 


divisions that fall under these two 
headings. In other words, this pol- 
icy was designed to break down 
the various compartments which 
have separated different lines of 
property and casualty insurance. 
This statement of policy has been 
repeatedly made known to CPCU 
candidates. 
Wuy It Must Be UNDERSTOOD 

There is no doubt that accident 
and health insurance is personal in 
nature, but the same can be said 
for many of the other casualty cov- 
erages. Granted, too, that accident 
and health is specialized in many 
respects—what line of insurance 
isn’t? However, this particular cas 
ualty coverage is so interrelated 
with other lines, such as workmen's 
compensation, the various group 
coverages and bodily injury liabil- 
ity, that an attempt to isolate it 
destroys the opportunity to com- 


prehend a major insurance prob- 
lem in its entirety. As an example 


of this interrelationship and the 
need for understanding these con- 
tracts, consider the following case: 

“In 1940, ‘D,’ an office clerk for 
the ‘E’ Company, bought a com- 
mercial accident policy (Bureau of 
Personal A & H Standard) with 
benefits of $50 per week. This pol- 
icy was renewed each year by a 
renewal certificate. In 1946, “‘D’ 
secured a position with ‘F’ as a 
machinist with average earnings of 
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$75 per week. ‘F’ carries group ac- 
cident, health and_ hospitalization 
for all his employees with benefits 
of $30 per week for total disability 
and $5 per day hospitalization. In 
1947, as a result of an injury sus- 
tained while in the course of em- 
ployment, “D’ was hospitalized for 
a period of one week and re- 
mained totally unable to work for 
three additional weeks. Workmen’s 
compensation benefits for one re- 
ceiving his rate of pay amount to 
$20 per week, plus medical bene- 
fits up to $300, plus all hospitali- 
zation. ‘F’ carried workmen’s com- 
pensation insurance.” 

circumstances were pre- 
1948 Part I CPCU 
examination, and the 
were asked: “With respect to each 


These 
sented in the 
examinees 


of the three insurance carriers that 
might be involved in the results of 
the above injury, show how you 
would determine the extent of its 
liability to “D.’ In each case, ex- 


plain the reason for your answer.” 


An answer considered accept- 
able by the examination graders 
was as follows: 

“The liability of the three in- 
surance carriers would be as fol- 
lows: 

“(1) Personal accident insurance 
carrier. 

“The insured obviously changed 
his occupation during the policy 
term to one more hazardous than 
that for which the policy was orig- 
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inally written. This was done 
without notifying the carrier or 
making adjustment in the 
premium. There is a provision in 
this contract that if such a change 


payment of 


any 


is made then 
weekly indemnity will be made on 
pro rata basis of the amount of in- 
surance that would have been pur- 


any 


H. J. Loman 
chased for that premium at the 
more hazardous classification. This 
would result in a payment of less 
than $50 per week for four weeks, 
plus indemnity for hospitalization 
and nurses’ fees in accordance 
with limits in policy. 

“(2) Group accident, health and 
hospitalization carrier. 
“There is no liability under this 
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policy, since the general practice 
is for such a contract to exclude 
any injuries which are compen- 
sable under workmen’s compensa- 
tion law. (Hospitalization benefits 
under the associated hospitals plan 
may be collectible in addition to 
workmen’s compensation. ) 

“(3)  Workmen’s 
carrier. 

“Since facts state this accident 
arose in the course of employment, 
he would be entitled to compensa- 
tion benefits of $20 for four weeks 
and medical benefits up to $300 
and all necessary hospitalization. 
This answer assumes the disability 
outlasted a retroactive waiting pe- 
riod.” 


compensation 


DIFFERENCE IN CLAIMS 


Another defense of examinees 
also deserves comment. The state- 
ment that accident and health in- 
surance frequently accompanies 
life insurance is quite accurate, but 
it does not follow that this should 
be the predominating _ situation 
merely because accident and health 
insurance is “personal.” Such logic 
might be applied with equal force 
to other casualty lines that are 
“personal” in nature. It is also im- 
portant to note that to the extent 
there is a natural tie beween life 
insurance and accident and health 
insurance, it lies in providing pay- 
ments that arise out of termination 
of the economic activity of an in- 


Midsummer 


dividual. However, the great bulk 
of the accident and health business 
pertains to interruption of one’s 
earnings and not termination, Fur- 
thermore, in the practice of the 
business it has been demonstrated 
repeatedly that accident and health 
claims are so different from the 
customary life insurance claims 
that special loss adjustment facili- 
ties similar to those normally found 
in casualty companies are needed. 
Therefore, on the basis of its fun- 
damental nature and _ distinctive 
practices, it is appropriate to clas- 
sify accident and health insurance 
with the casualty lines. 


AuRA OF MYSTERY 


The avoidance of ratemaking 
questions appears to rest on some- 
what different grounds. Unfortu- 
nately there is a prevailing attitude 
on the part of many of our ex- 
aminees (and others) that the sub- 
ject of ratemaking is a monopoly 
of technicians known as actuaries 
who concoct rates by the use of 
mathematical formulas understood 
only by a genius. Despite the com- 
mon supposition that this awesome 
group of ratemakers is something 
out of this world, there is no in- 


surance topic on which so many 
unqualified persons both in and 
out of the business will discourse 
and criticize endlessly, at the drop 
of a hat. Any well-informed insur- 
ance person should be able to par- 
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Accident & health and lines like workmen’s compensation are interrelated 


ticipate intelligently in such discus- 


sions, but to do so involves a 
knowledge of the fundamentals of 
ratemaking. Admittedly, such an 
understanding requires some fa- 
miliarity with arithmetic and a few 
technical Certainly _ this 
should not, be too much to ask of 
especially 


terms. 
insurance personnel, 
when one remembers that the rdte 
is the price paid for the service in- 


surance has to sell, and buyers are 
persons who are entitled to ex- 
planations about their costs. 

The following question from the 
Part If CPCU examination given 
in 1948, and the acceptable an- 
swer, will serve to illustrate that 
higher mathematics and compli- 
cated actuarial techniques are not 
examinees, al- 
demonstrate 


required of the 
though they should 
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more than a casual acquaintance 
with the subject. 

Question: “The pure premium 
method for establishing premium 
rates for casualty insurance is not 
satisfactory for all casualty lines. 

“(a) From the 
listed below indicate (1) 

use the pure premium 
method, and (2) the method used 
by the others: 

(i) Workmen’s compensation. 


lines of insur- 
ance 


which 


(ii) Power plant (boiler and 
machinery). 

(iii) Commercial accident and 
health. 

(iv) Automobile liability. 

(v) Burglary. 

“(b 


above 


and c) select from the 
lines of insurance and ex- 
plain by means of an illustration 
for each method, the precise infor- 
calculate the 


rate. In each of your illustrations 


mation needed to 
give the justification for the method 
used.” 

“(a) The 
pure premium method is used for 


Acceptable answer: 


workmen’s compensation and au- 
tomobile liability insurance. The 
loss ratio method is used for power 
plant, accident and health, and 
burglary. 

“(b and c) Workmen’s compen- 
insurance will be used to 
illustrate the pure premium method 
and power plan insurance to illus- 
trate the loss ratio method. 


“The information needed to cal- 


sation 


Midsummer 


culate a rate can be shown best by 
describing the calculation. In cal- 
culating a workmen’s compensation 
insurance rate it is necessary to 
obtain the incurred losses for each 
industry classification for the expe- 
rience period (usually five years) 
to be used for ratemaking pur- 
poses. The exposure unit which is 
$100 of payroll is divided into the 
incurred losses and produces the 
pure Since types of 
losses, i.e., deaths, permanent to- 
tals, medical, etc., vary within a 
classification, a partial pure pre- 
mium is obtained for each. 

“The incurred loss figure is not 


premium. 


usable in its reported form because 
conditions for the entire experience 
period may not have remained con- 
stant. Therefore, the incurred losses 
as reported must be modified for 
such things as amendments to the 
compensation law, loss trends and 
other development factors. 

“When exposure in a given state 
is inadequate for ratemaking pur- 
poses it is combined with nation- 
wide experience. This necessitates 
the use of conversion and reconver- 
sion factors. 

“If a manual rate is desired the 
expense loading factor will be add- 
ed to the pure premium. 

“The justification for the pure 


premium method as used by work- 


men’s compensation is that it pro- 
vides for exceptional accuracy and 
high standards of rate relativity 
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among different risk groups. This 
results from the great volume of 
exposure units available. 

“This method is also known as 
the statistician’s method since the 
final rates can be justified on the 
basis of actual developed data. 
This is important since workmen’s 
compensation rates are subject to 
careful state scrutiny and control 
and it is important to be able to 
justify all rates used. 

“A power plant rate is calculated 
by the loss ratio method as follows: 

“Incurred losses are divided by 
premiums earned to produce the 


actual loss ratio. The actual loss 


ratio is compared to the permitted 
loss ratio. The difference between 


these two ratios is the measure of 
change that is made in the previ- 
ous loss costs. It should also be ex- 
plained that the ‘permitted loss 
ratio’ is the ratio of ‘expected 
losses’ to the premium income ob- 
tained by the rates applicable to 
the experience period. Therefore 
the method is primarily one of rate 
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adjustment rather than inductive 
ratemaking. 

“To obtain the final rate the ex- 
pense loading must be added. Ex- 
pense loading is a percentage of 
the gross premium and may in- 
clude elements that allow for inac- 
curacies in the loss costs. 

“In power plant insurance the 
total premium volume is relatively 
small. The exposure is difficult to 
measure other than in dollars, and 
risks are commonly underinsured. 
Therefore, the ratemaker is more 
concerned with adequacy of the 
aggregate premium than accuracy 
and equity between classifications 
and individual risks. This combina- 
tion is given as the justification for 
using the loss ratio method which 
has simplicity and directness.” 

[It is hoped this article will serve 
CPCU 


improve their knowledge in sub- 


to stimulate candidates to 
jects they are now neglecting and 
thereby increase their chances of 


passing the examinations. 


1 
lest 
The electrician was puzzled. “Hey,” he called to his assis- 
tant, “put your hand on one of those wires.” The assistant 
did as he was told. “Feel anything?” 


“No.” 


“Good!” said the 


electrician. 


“I wasn’t sure which was 


which. Don’t touch the other or you'll drop dead!” 


—The. Bulletin 
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r. LANGE is a native of Wisconsin; a graduate of the Su- 
M perior State Teachers College and the University of Wis- 
consin. Before and after World War I he was an assistant actuary 
of a life insurance company. In January 1920, he became a mem- 
ber of the actuarial staff of the Wisconsin Insurance Department 
and was appointed chief actuary in 1930.:In 1933 he became a 
fellow of the Casualty Actuarial Society and served on the blanks 
committee of the National Association of Insurance Commissioners. 
He was appointed Commissioner of Insurance in 1948 for the un- 
expired term of the late Commissioner Morvin Duel. 





Court 


Decisions 


XLI 


ALAN GRELLER, LL.B. 


Liability of Landlord and Tenant—A 
woman was leaving the office of a 
veterinarian. As she started to descend 
a flight of stairs leading from the of- 
fice to the front door of the building, 
her heel caught on a rubber matting 
at the top of the stairs, causing her 
to fall down the entire flight and sus- 
tain serious injuries including a frac- 
tured. skull. She and her husband 
brought suit against both the veter- 
inarian, who was a tenant in the 
building, and the landlord. The jury 
awarded the injured woman $9,000 
and a judgment for that sum was 
entered against both the tenant and 
the landlord. The appellate court af- 
firmed the judgment on condition that 
the plaintiff would consent to a reduc- 
tion of $2,000. (McCarthy v. Maxon 
(Connecticut 1947) 55 A. 2d 912.) 
rg 5 7 
Liability of Golf Player—An experi- 
enced golfer and his wife came out to 
a country club and were assigned, as 
a caddie, a boy of 12 who had been 
employed as a caddie for only a short 
time. At the seventh tee the caddie, 
who was standing next to the golfer’s 
wife and about 15 feet in front of 
and 10 feet to the left of the man, 
was struck on the head and seriously 
injured by the ball when it was 
hooked to the left by the golfer in 
teeing off. Suit was brought against 


the golfer on the boy’s behalf and the 
jury returned a $10,000 verdict in the 
boy’s favor, a sum later reduced to 
$6,500. The appellate court affirmed 
the judgment, ruling that the jury 
was justified in concluding that the 
golfer, with more experience, was re- 
quired to direct his caddie to move 
from the possible line of flight of the 
ball. (Gardner v. Heldman (Ohio 
1948) 80 N.E. 2d 681.) 
7 7 7 

Liability of Storekeeper—A customer 
in a food market asked a clerk about 
some apples on display in the win- 
dow. The clerk moved toward the 
window through an alley behind the 
stand and the customer followed him. 
At the window the clerk selected an 
apple from the display and-showed it 
to the customer, who agreed to pur- 
chase some. As the customer was 
turning to leave, he fell backward 
down an open, unguarded stairway 
leading to the cellar. The stairway 
was placed so that it was impossible 
for the customer to see it on his ap- 
proach to the window, and the clerk 
had not warned him of its presence. 
He sued the store for the resulting 
injuries and was awarded a judgment 
on a jury’s verdict in his favor. It was 
affirmed on appeal. (Coates v. First 
National Stores, Inc. (Massachusetts 
1948) 78 N.E. 2d 501.) 





Usable Ideas for Today 


CHANGING SITUATIONS 
One of the 
ful salesman is the ability 
himself to changing situations 
conditions going on in the world to- 
day. In prospecting and selling it is 
the good salesman who regards. a re- 
fusal to purchase as a signal to start 
a new attack. The fault may lie in his 
presentation or the being 
made in the business world. Whatever 
the cause, now is definitely the time 
for the successful salesman to think 
of some of the changes that are com- 
ing in general business, and adapt 

himself to the situation. 
—The Local Agent 


7 


attributes of a success- 
to adapt 
and 


changes 
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ELEVEN TROUBLE-MAKERS 

The multiplicity of losses provides 
many opportunities for determining if 
the coverage was sold properly. Here 
are some of the reasons for delays and 
controversies when a loss occurs: 

1. Insured’s name was spelled incor- 
rectly. 

2. Property was sold and policy not 
assigned, 

3. Property was moved and policy 
not transferred. 


4 


4. Mortgage was off, but 
policy not amended. 

5. Location of property was incor- 
rectly stated in policy. 

6. Coverage was on building when 
it was wanted on contents. 

7. Loss was result of a windstorm 
and policy did not provide extended 
coverage. 

8. Insufficient coverage. 

9. Insufficient coverage to meet re- 
quirements of average clause. 

10. Requirements of policy contract 
were not complied with. 

11. Premiums were not paid. 

Remember the policy you sell may 
mean the difference between ruin and 
security for your client. In selling a 
policy contract visualize the possible 
loss and see that the policy will cover 
it. 


paid 


—Cravens-Dargan Review 

as quoted in Rough Notes 

5 7 7 

ELEVEN Goop REASONS 
Have you explained to your pros- 
pects these eleven good reasons for 
carrying business interruption insur- 
ance? (1) It prevents financial ‘loss; 
(2) It is logical (You would not leave 
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one of a group of buildings totally 
uninsured; it is even more important 
to insure income); (3) It is vital to 
continued operation (Statistics show 
that an alarmingly high percentage of 
businesses which have suffered a se- 
vere property loss have failed); (4) 
Because banks refuse to play Santa 
Claus (Did you ever hear of a banker 
loaning money to a shut-down con- 
cern for the purpose of paying fixed 
expenses); (5) To keep stockholders 
protected (Income insurance will pay 
dividends); (6) To keep the organi- 
zation intact (Income insurance will 
pay the salaries of officers, manager 
and other essential employees vital to 
operations ); (7) It provides an emer- 
gency fund (Current year’s earnings 
which may be set aside as a surplus 
for contingencies is heavily taxed; ex- 
penditures for insurance, being cost of 
operation items, are deductible from 
taxable income); (8) It pays emer- 


gency expenses (To the extent that 


the loss of income is reduced there- 
by); (9) It maintains credit (When 
operations are resumed sound credit 
is needed; income insurance, by mak- 
ing it possible to pay continuing ex- 
pense, will keep credit in good stand- 
ing); (10) It keeps good will (Per- 
manent advertising programs which 
are maintaining good will cannot be 
dropped merely because operations 
are suspended); (11) The morning 
after (“What a Grand and Glorious 
leeling” to know you have wisely 
provided for the continuance of in- 
come that isso vitally important while 
your business is disabled). 
—Fireman’s Fund as quoted in 
Best’s Insurance News 
7 A 
Wuy Nor By You? 
It has been 
85 percent of the 


estimated that while 
property in the 


country is insured against fire, only 
10 percent of our estimated living 
values is insured against disability. 

Although it is largely true that 
there is a seasonal period for most 
lines of insurance, this is not true of 
accident insurance. It is a year round 
selling proposition. During the sum- 
mer your clients and prospects are 
more active in sports, and take nu- 
merous auto trips. During the winter 
there are accidents due to the severe 
winter weather. One indication that 
this line is not a seasonal proposition 
may be seen from the statistics con- 
cerning the monthly rate of acciden- 
tal deaths. The largest monthly total 
of accidental deaths in 1947 was ap- 
9.200 in August, while 
the smallest total March, with 
8,050—a difference of only 1,150. 

Prospects are plentiful. Start with 
a list of your present clients. Profes- 
sional men, such as doctors, dentists, 
attorneys and architects, who earn 
their incomes through the perform- 
ance of personal service, are good 
prospects. When unable to attend to 
their work because of disability, their 
incomes stop. It is not difficult to 
visualize that income protection is of 
paramount interest to them. The same 
situation applies to a commission man, 
who is dependent upon his daily sell- 
ing activities for his earnings. Even 
a salaried man is vulnerable to the 
argument that his ability to provide 
an income in order to raise a family 
and maintain his standard of living 
should be protected. Should accident 
or illness interfere with his work, it 
is likely that he would be released 
from his job, if the disability is pro- 
longed or permanent. 

Wage earners are not the only 
prospects. students, re- 
tired persons are prospective insureds 
accident 


proximately 
was 


Housewives, 


for medical reimbursement 
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forms. In view of the present sky-high 
medical and hospital charges, an acci- 
dent to the wife or children of a wage 
earner may have a very serious effect 
on his financial standing. 

The accident business offers oppor- 
tunity to any individual who is will- 
ing to work. It offers the chance to 
establish business with regular re- 
newal commissions for years to come. 
It makes possible an income in the 
years that lie ahead, when advanced 
age means the agent must slow down. 
It can and is being sold. Why not by 
youP 

—The North America Fieldman, 
as quoted in the United States 
Review. 

v 7 7 
Tue Best PossipLe Jos 

The insurance survey—most modern 
method of selling and servicing all 
forms of insurance today—challenges 
the best ability of the agent. For 
if any important facts are omitte .d the 
survey rests on an insecure foundation 
and sooner or later the defects will 
show up, usually to the detriment of 
both client and agent. 

Getting the facts—the field work of 
the survey—is divided into two areas 
or steps, surveying the exposures and 
surveying the existing coverage. Let 
us consider the exposure survey here, 
as the coverage survey is primarily a 
matter of careful scrutiny and record- 
ing of existing coverage. 

If there is anything that can prove 
most unsatisfactory to the client and 
most embarrassing to the agent-sur- 
veyor, it is the omission of an insur- 
able exposure in the survey. If the 
client suffers a substantial loss after 
the presentation of the survey as a 
result of this omission, he will always 
blame the agency making the survey. 

. On the other hand, if the survey 
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includes every insurable hazard con- 
ceivable at the time plus any unusual 
uninsurable ones that might be re- 
duced or eliminated, a threefold pur- 
pose is served. First, the survey is 
100% thorough and the client will be 
favorably impressed and appreciate 
the good job even if he doesn’t buy 
coverage for every hazard recom- 
mended or do anything about the 
uninsurable ones mentioned. Second, 
if he buys the recommended coverage 
and has a subsequent loss he will be 
everlastingly grateful for the survey 
and satisfied with the agent’s service. 
Third, all possibility of embarrassment 
to you and your agency is eliminated 
and you have either sold some new 
insurance or are on record with recom- 
mendations for its purchase. Getting 
the facts accomplishes these objec- 
tives. 

In most commercial surveys it is a 
good idea to take photographs of the 
risk, particularly outside views. 

Photos accomplish at ‘wey 
major purposes in a survey: 

(1) They give both the client and 
agency a permanent picture of the 
risk as of a given date and may be of 
tremendous value in case of a prop- 
erty or liability loss; (2) they often 
show up exposures or hazards that 
otherwise would be overlooked; (3) 
they excite pride in the client and at- 
tach importance to his business or 
property, and (4) they dress up the 
survey and give it an artistic touch. 

A few dollars spent for professional 
photographs in a survey will pay big 
dividends—it is an important part of 
getting the facts. 

Another important point in the ex- 
posure survey process is the source of 
the facts. Be sure to contact all per- 
sons having knowledge of the risk. 
Don’t necessarily rely on one individ- 
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ual—the proprietor or manager. Make 
the number of interviews necessary 
dependent on the size of the risk and 
scope of the operations. A very im- 
portant step is to get the full co- 
operation of the key persons in the 
client’s organization. If the client is 
properly sold on the survey idea he 
can* be relied upon to create the 
proper atmosphere and cooperation 
within his staff. When you are assured 
of this, then check with the treasurer 
for the fidelity and surety exposures 
and the property values; the manager 
for operational and the crime hazards; 
the accountant for payrolls, receipts, 
etc.; the maintenance superintendent 
for liability hazards, and so on. 

And actually survey the risk physi- 
cally—walk through it and around it, 
go in the basement, up on the roof, 
into the warehouse, storage rooms, 


“My wife always prepares some little surprise for . . 
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yards, railroad sidings, etc.—scrutinize 
it critically—and if you can’t do this 
yourself, engage an experienced com- 
pany man. Ask any questions to satisfy 
yourself that you have observed and 
uncovered all the operational and 
physical hazards that exist. You may 
feel a bit foolish at times and wonder 
if you are overdoing it. Well, perhaps 
you are, but the important thing to 
remember always is to get the ex- 
posure facts, all of them—don’t be 
afraid to overlap or duplicate. It’s far 
better to find an uninsurable hazard 

through two sources than not at all. 
If you do a thorough job in getting 
the facts you will very likely do a 
thorough job in your whole survey, 
the best possible job for your client 
and the best for your agency. Getting 

the facts will pay off handsomely. 
—Hartford Agent 





of 


Be 





“4-47 


. Yeow!” 





. . 
Age vs. Traffic Accidents 
By HERBERT J. STACK, Ph. D. 

OR SOME TIME there has been a need for an accurate measure of 
F traffic-accident susceptibility of drivers at different age levels. Some 
have assumed that teen-age drivers are, poor accident risks; others have 
felt that the poorest risks are among the older drivers. In conjunction 
with research on this subject in Connecticut, conducted by the Center 
for Safety Education, an Age-Accident-Involvement Index was devised. 

The index is obtained by dividing the percentage of accident involve- 
ments attributable to a given age group by the percentage of the driving 
population in that age group. Graphs illustrating the indices, obtained 
from a pilot study of 700,000 Connecticut drivers, are given in Figures 
1 and 2. Similar data will be collected in a number of other states. 
It must be emphasized that these figures apply to conditions in Con- 
necticut alone; findings in other states may -or may not be the same. 
The important factor of exposure has not been considered in the index. 
For this reason it is not a measure of safe driving ability; it is purely 
a measure of accident involvement or risk. 


From Figure 1, the following observations may be made: 


1. The teen-age group is a better risk than has been generally believed. 
2. The 20-25 group is the poorest risk. 
Q 


3. Drivers over 27 appear to be the safest risks. This is possibly due to 

the lower mileage of these drivers, which would also explain the low 

indices of teen-age drivers. 

4. The index curve for fatal accidents does not parallel that for total acci- 

dents, while the one for personal injuries does. Since in Connecticut the 

ratio of fatalities to total accidents is about 1 to 128, it would be expected 

that indices calculated from total accidents would give a far better picture 

of accident “susceptibility” than fatal-accident indices. The fatality is in 

effect a fortuitous circumstance in which the individual was killed rather 

than injured. Hence, indices calculated from fatal accidents should be 

viewed as comparatively unstable figures. 

Figure 2 shows the following facts: 

1. A comparison of indices for the years 1936 and 1947-48 indicates that 

in 1936 the teen-age group did have the poorest record. 

2. While the teen-age group has improved since 1936, the 20- to 27-year- 

old group has been involved in more accidents than formerly. 

8. There is no great difference between the indices of drivers over 30 

years of age in 1936 and now. 

It should be stressed again that these observations are based on the 
study of only one state, and that broad generalizations cannot be made 
until other states have been studied. 
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FROM THE JOURNAL 


Six Years Ago 
Knowing that in times of stress accidents mount at a faster than normal rate, 


insurance companies . . . are adding new members to their safety personnel 


. working to keep safety programs in full operation despite the exigen- 
cies of increased production . . . making special material available for 
the safety training of the millions of workers re-employed in industry. They 
are helping to solve the scores of new safety problems created by the adapta- 


tion of so many plants to the making of new and comparatively unfamiliar 
products.—“Casualty Insurance Companies Protect Nation Against Time and 
Material Loss.” 


Four Years Ago 


Automobile medical payments coverage is good public relations all the way 
around and good business all the way, too. It increases the commission to 
the agent, a very important thing in these days of higher office costs. It in- 
creases the premium to the company—important to the company in these days. 
And it increases the coverage, the peace of mind and the satisfaction of the 
buyer.—G. D. Newton, “Public Relations with a Quick Return.” 


Two Years Ago 


Boiler and machinery insurance has developed rapidly over the years to its 
present volume of $20,000,000. The results so far are most gratifying; the 
prospects for the future are extremely bright. The field is broad, the oppor- 
tunities are many, the coverage a most needed protection, the premium 
income most desirable; but, more gratifying than anything else, is the satis- 
faction of knowing that this most needed protection has not been overlooked. 
—F. M. Kerrigan, “Boiler & Machinery Insurance.” 


50 





INSURANCE AGENCY 
——————, 





A carefully planned account- 
ing system and a consistent 
policy of collection are im- 
portant in modern office man- 
agement, together with atten- 
tion to such details as the ap- 
pearance of letters: neatness, 
phraseology and letterheads 


Blueprint for Profit 


This is the last 


article 


in Mr. Beling’s series 


on the subject of profitable agency management. 
In it, he discusses the last three questions which 
make the “blueprint” complete.—Ed. 


UESTION VIII. Are the steno- 
O graphic and _policywriting 
details in my office fully efficient 
and coordinated? Do my outgoing 
letters reflect the intelligent care 
given to insureds and _ insureds’ 
needs, the high type of employees 
on my staff, and a constant will- 
ingness to be of service? 

First we might study the letter- 
head. Unnecessary details are best 
eliminated. The fewer elements 
brought into the letterhead de- 
sign, the more easily they can be 
combined attractively. Essential 
information includes the name of 
the individual or company, the 
full address, the kind of business 
briefly expressed and the telephone 
number. Optional additions would 
be the names of the company off- 
cers or other principals, the cable 
address and the slogan or trade- 
mark. Once an attractive letter- 


By OSCAR BELING 


head design has been worked out, 
the same treatment can usually be 
applied to other forms of station- 
used — billheads, statements, 
memo etc.—so that there 
will be a distinctive “family resem- 
blance” in all these forms, helping 
to establish the agent’s or agency’s 
individuality. 

Paper stock is our next consid- 
eration. A standard watermarked 
sheet is preferable. It should print 
well by all processes. The surface 
should be suitable for ink, pencil, 
typewriting, multigraphing -and 
carbon copying. The texture should 
permit erasures without scuffing. 
Some agents find it effective to 
employ a distinctive color scheme 
on all stationery. 

Envelopes also 


ery 
pads, 


merit careful 
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planning. Their quality should be 
at least equal to that of the let- 
terheads, since first impressions 
count for so much. Window en- 
velopes are convenient and eco- 
nomical. Many agents use them on 
practically all outgoing mail (cor- 
respondence, invoices and _state- 
ments) except material of a pure- 
ly personal character. Not only do 
window. envelopes effect an ap- 
preciable economy in time and ef- 
fort, but they also help minimize 
errors which might prove decided- 
ly embarrassing. 


ANOTHER SALESMAN 


The “grooming” of a letter, that 
is, its impression of neatness and 
efficiency, is a vital factor in pre- 
senting an attractive and interest- 
compelling message. The letter is 
another salesman for the agency, 
and it should be just as “spic and 
span” as a solicitor making a call 
in person is expected to be. One 
of the first attributes of an attrac- 
tive letter is an ample margin— 
the frame of the picture. The body 
of the letter should also be spaced 
properly. A short letter is best set 
off by double spacing. Triple spac- 
ing between paragraphs will help 
define them as well as add to the 
general appearance. An even stroke 
produces a pleasing uniformity of 
type impressions. If erasures are 


permitted, they should be made 


neatly and unobtrusively. Other 


Midsummer 


considerations of “grooming” in- 
clude correct spelling and gram- 
mar, proper punctuation, adequate 
paragraph indention, eic. 

Volumes have been written 
about business English. Proper 
phraseology is especially significant 
in the correspondence of insurance 
agencies, where letters frequently 
are the initial contacts with pro- 
spective clients. Words can be 
salesmen. Letters should be clear- 
cut, easily read, courteous, and 
written to give that feeling of 
readiness to serve which, as previ- 
ously pointed out, is so vital in 
building confidence among an 
agency's customers. The spontane- 
ity of good business correspond- 
ence is too often dulled by such 
trite stand-bys as “We beg to ac- 
knowledge receipt of your letter 
of the 15th instant,” “Replying to 
your letter of the 22nd, would state 
that,” “Thanking you in advance,” 
“Trusting this will be satisfactory,” 
etc. 


Use oF MACHINES 


As with other mechanical func- 
tions, the larger offices find it ex- 
pedient and economical to con- 
centrate stenographic operations in 
one unit. Even where the person- 
nel is limited, it may still be de- 
sirable to maintain some control 
over the volume of correspondence 
dictation. When that volume is 
sufficient to warrant the _ invest- 
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ment, dictating machines will save 
much valuable time for both dic- 
tator and transcriber. Dictating 
machines lend themselves admir- 
ably to agency operations, since 
producers generally spend but 
little time in the office and should 
therefore capitalize on that time 
as fully as possible. Equipment of 
this character also simplifies the 
problem of setting up and main- 
taining a definite control on steno- 
graphic output. 

Policywriting is also a mechani- 
cal operation and therefore sub- 
ject to the unit plan if the agency 
personnel is large enough to war- 
rant such a procedure. A definite 
schedule should be set up for 


writing renewals on a basis of not 


less than 30 days, nor more than 
60 days, in advance of expiration. 
A standard form of order blank 
for new policies is preferable. It is 
important to have all requisite 
information filled in by the pro- 
ducers to avoid subsequent delay 
and possible embarrassment. 

New policies should receive 
preferential treatment. A practical 
plan is to arrange that new orders 
received up to noon will be com- 
pleted that same day. New orders 
received after noon should be 
completed not later than noon of 
the following day. 

Whenever possible, blank poli- 
cies and endorsement forms should 
be located close to the policywrit- 
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ers. Invoicing is best handled by 
the policywriters. The minimum 
standard for policywriting and 
invoicing combined is considered 
to be 25 to 30 policies daily for 
each clerk. Obviously, all policies 
should be carefully checked be- 
fore delivery or dispatch. 
Question IX. Do my accounting 


© Affiliated Photo—Conway 
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records tell me simply, economi- 
cally and efficiently what my as- 
sets may be and their real value? 
What are my obligations? Have I 
sufficient for unearned 
commissions, taxes, bad debts and 


reserves 


depreciation? Is my business show- 
ing a healthy increase? Are my 
expenses out of line? Am I mak- 
ing a profit, and if so, how much? 
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real worth of my 


What is the 
business? 
Accounting is too often consid- 


ered a bugbear or, at best, a neces- 
sary evil. Carefully planned, how- 
ever, an adequate accounting sys- 
tem can contribute materially to 
an agency's success. 


MANIFOLD. INVOICE PLAN 


The simplest system is usually 
the most effective. Perhaps one of 
the best illustrations of this truism 
is the manifold invoice plan to 
which reference made in a 
previous article in this 
Briefly, the plan calls for the prep- 
aration of invoices in sets at the 


was 
series. 


time the policies are written. This 
follows the theory that since an 
invoice is prepared in any event, 
enough copies of the invoice can 
be made at the same time and with 
no extra effort to serve as essential 
records, and each carbon copy is 
obviously just as accurate as the 
original invoice. 

The number of invoice carbon 
copies depends on the general of- 
fice routine and, of course, the 
preference of the agency princi- 
pals. The original accompanies the 
policy or endorsement, and the 
copies may be used for any of the 
following 
receivable ledger sheet or posting 
medium, one or more expiration 
records, a posting medium to the 


purposes: an accounts 


company monthly accounts, a col- 
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lection follow-up, a solicitor’s rec- 
ord or a record arranged by loca- 
tion, producer or class of business. 

The accounts receivable invoice 
copy is frequently used as the 
ledger sheet itself. It is then filed 
alphabetically in an “unpaid” file 
or binder. As the process of filing 
makes the invoice copy a ledger, 
the tedious operation of hand- 
posting is eliminated and _ result- 
ing errors of transcription are 
avoided. The collections are noted 
on the invoice copy and as each 
item is fully paid, the correspond- 
ing invoice copy is transferred to 
a “paid” file also arranged alpha- 
betically. At the each 
month, the total of invoice copies 


end of 


remaining in the “unpaid” file is 
reconciled with the controlling ac- 
count in the general ledger. 
SERVICE STEPPED Up 
As mentioned previously, one of 
the invoice copies may serve for 
posting to the company monthly 
account instead of using the daily 
this purpose as do 
some agencies. The suggested 
method helps step up service to 


report for 


customers because it releases the 
daily report, the most important 
record in the office, for prompt 
filing. In other words, if the daily 
posting 
insured should 


used as the 
and an 


report is 
medium, 
request information shortly after 
the policy (or a money endorse- 
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Hand-posting and resulting errors of transcription can be avoided 


ment) is written, it is almost cer- 
tain that the daily report has not 
yet reached the files and the serv- 
ice to the customer breaks down 
right there. 

There are three basic records in 


every agency—the cash book, the 
journal and the general ledger. The 
cash book, as its name implies, is 
a detailed record of all receipts 


and disbursements, usually ar- 


ranged in columnar form to fa- 
cilitate posting monthly totals to 
the general ledger. 

The journal is primarily a collat- 
ing medium intended to bring to- 
gether the monthly totals of busi- 
ness written. The simplest form of 
monthly entry shows the total of 
all premiums less return premiums 
receivable, 


charged to accounts 


the net commissions credited to the 
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commission account, and the net 
of all balances due companies cred- 
ited to The 
journal is also used for any ad- 


accounts payable. 


justing or compensating entries 
and for closing the operating ac- 
counts into the profit and loss and 
the surplus accounts at the end 
of the calendar or fiscal year. 


Two Types or ACCOUNTS 


The general ledger is a sort of 


clearing house for all other records 


and represents a condensed ‘ab- 


stract of the agency's financial 


progress and _ current _ position. 
There are two major types of ac- 
counts in the general ledger: the 
operating accounts and the balance 
accounts. The operating accounts 
embrace income and_ disburse- 


The 


the assets and liabilities. 


ments. balance accounts are 
In addi- 
tion, the profit and loss and the 
surplus accounts form part of the 
general ledger. 

One of the most important op- 
erations is the detailed analysis 
each month of every asset and lia- 
bility account. The analysis should 
form the basis for establishing at 
frequent intervals the actual or 
“liquid” value of the asset—par- 
ticularly of active ac- 


such less 


counts as real estate 
stocks and 


fixtures, automobiles and the like. 


holdings, 
and bonds, furniture 
The monthly break-down of ac- 


counts receivable should also serve 
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to establish the collectibility of the 
outstanding accounts. Failure to 
make these analyses regularly may 
lead to a species of self-delusion 
as to the financial condition, which 
in turn may jeopardize the very 
existence of an agency. 

Adequate should be 
established for bad debts and un- 
earned Ordinarily, 
one half of one percent of the an- 
nual premiums written should be 
debt 
An increasing number of agents 


reserves 


commissions. 


sufficient as a bad reserve. 
are now establishing an unearned 
commissions reserve, and the usual 
procedure is to set aside up to 50 
percent of the annual commis- 
sions as a “cushion” for such lia- 
bility. 

THe “E1icHty-TWENTY” PLAN 

In the further interest of se- 
curity and sound management, the 
“Eighty-Twenty” plan is being 
adopted by an increasing number 
of agents. Under this plan, roughly 
80 percent of each day’s premium 
receipts is deposited in one bank 
account and 20 percent in another. 
The 80 percent account is used 
solely for the purpose of paying 
From the 20 
percent account are paid all op- 


company balances. 


erating expenses of the 
While admittedly this procedure 


agency. 


is approximate, the result is that, 
if collections are under control, the 
agency is always in funds ear- 
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marked to discharge its obligations 
to the companies. 

Adequate accounting makes for 
a soundly run and smoothly op- 
erating agency and, when proper- 
ly planned and conducted, con- 
tributes materially—although indi- 
rectly—to the reputation on which 
the agency’s progress is based. 

Question X. Are 
receiving consistent, diplomatic and 


my collections 
courageous attention? Do I keep 
“special arrangements” at a mini- 
mum? Can I hold my business by 
giving real service rather than by 


unduly extending credit? 


“SELL” COLLECTION TERMS, Too 


There is no royal road or short 
cut to good collections. It takes 
hard, persistent effort to hold un- 


paid accounts down to reasonable 


limits. We never know when a so- 
“good” account turn 
and_ the 


therefore should establish 


called may 


sour, forward-looking 
agency 
now 


collection policy 


When a pre- 


a definite 
and put teeth in it. 
mium is promised for a certain 
day, determined efforts should be 
made to have it paid on that day. 

No sale is complete unless the 
the 


custome! 


collection terms are “sold” at 
When a 


purchase a 


time. 
to 

might be a good idea to say, “I 
for this 


same 
agrees policy, it 
suppose you want to pay 
now.” Such a remark would arouse 
no antagonism unless, of course, 
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the insured is the type with whom 
collection difficulties would be en- 
countered in any case. 

The unpaid accounts represent 
the life-blood 


and importance 


very of an agency 
the of 


collections cannot be overempha- 


prompt 


sized. Special arrangements should 
be held to a minimum and should 
be made at the inception of the 
at the 
rather than 
later. Any 


special credit terms should always 


policies involved or time 


renewal is ordered, 


two or three months 
be noted on the agency account- 


ing records. 


Cueck PAYMENT RECORDS 


Before soliciting renewals, it is 
best to check on the previous rec- 
ord of payments. Do not attempt 
to sell a customer more than he 
can conveniently pay for or afford. 
When 
cepted, they 
the 
miums. Form collection letters are 
helpful but only if 
they avoid hackneyed or stereo- 
typed treatment and only if fol- 
lowed through. Some agents make 


partial payments are ac- 


should represent at 


least short-rate earned pre- 


sometimes 


effective use of extra carbon copies 
of the invoices to serve as collec- 
tion ticklers. These are filed by 
the dates collection is promised and 
to the attention 
the collectors on those dates. 


are brought of 


An excellent control on collec- 


tions can be effected by drawing 
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each month a list of all unpaid 
accounts, broken down by dates of 
inception, i.e., 30, 60, 90 days and 
prior. Payments are noted daily 
on the list, and it is constantly be- 
fore the agency principals. 

In many instances, especially in 
larger agencies, collection efforts 
are separated from production ac- 
tivities on the theory that it can- 
not safely be assumed that a good 
producer is necessarily a good col- 
lector, or vice versa. In any case, 
responsibility for collections is best 
centralized in the hands of one 
person. 

Statements of account should be 
dispatched every month. The use 
of a finance plan has been found 
helpful on occasion. Many agents 
are successful in selling the idea 
that, as many valuable possessions 
are purchased on a budget plan, 
the purchase of insurance protec- 


tion on such possessions can also 
be budgeted. A finance plan also 
assists in converting annual into 
term business. 

As a 


margin of at least 30 days should 


conservative measure, a 
be maintained between the aver- 
age credit period extended to cus- 
tomers and that allowed by the 
companies. 

that 
seldom 
lost through insistence on prompt 
payment. A cancellation for non- 
payment is not so much a loss of 
business as it is a guarantee against 
loss of profit. 


Experience has shown 


worth-while business _ is 


There is no mystery about keep- 
ing collections in hand. It takes 
constant, unremitting and courage- 
ous effort, and no method has yet 
been found to take the place of 
continuous application. 


te 


The Middle Half, Perhaps? 


Two cars had run into each other head-on 
and were in a very battered condition. A po- 
liceman was questioning the two angry drivers 
to try and find out whose fault the accident 
was. He had begun to favor one of the driv- 
ers, and said to the other, “You must have seen 
this fellow driving toward you—why didn’t you 
give him half the road?” 

“I would have,” said the 
“but I couldn't figure out 
wanted!” 


motorist, 


half he 


other 
which 


—Pacific Northwest Underwriter 





“You Wouldn’t Hurt Her— 
‘Would You?” 


H™ IS WHAT one American father has to say to the drivers of the 
nation about his little girl. The Pennsylvania Newspaper Pub- 
lishers’ Association, to whom this letter was sent, thought so highly of 
it that copies were distributed to their members and published in news- 
papers throughout the state. Such a powerful weapon in the never- 
ending war on highway accidents can work for you, in your community, 
as effectively as it has in Pennsylvania. And who could put it to better 
use than the local insurance agent? 


Dear Driver: 

Today my daughter, who is seven years old, started to school 
as usual. She wore a dark blue dress with a white collar. She had 
on black shoes and wore blue socks. Her cocker-spaniel, whése name 
is “Scoot,” sat on the front porch and whined his canine belief in 
the folly of education as she waved “goodby” and started off to 


the halls of learning. 

To-night we talked about school. She told me about the girl 
who sits in front of her—the little girl with the yellow curls—and 
the boy across the aisle who makes funny faces. She told me about 
her teacher, who has eyes in the back of her head, and about the 
trees in the schoolyard and about the big girl who doesn’t believe 
in Santa Claus. We talked about a lot of things—tremendously vital, 
important things; and then we studied spelling, reading and arith- 
metic, and then to bed. 

She is back there now—back in the nursery—sound asleep, with 
“Princess Elizabeth” (that’s a doll) cuddled in her right arm. You 
guys wouldn’t hurt her, would you? You see, I'm her daddy. When 
her doll’s finger is cut, or a leg is broken, I can fix it—but when she 
starts to school, when she walks across the street—well—then she is 
in your hands. 

She is a nice kid. She can run like a deer and darts about like a 
chipmunk. She likes to ride horses and swim and hike with me on 
Sunday afternoons. But I can’t be with her all the time—I have to 
work to pay for her clothes and her education. So, won’t you please 
look out for her and the other children? Please drive slowly past 
the schools and intersections—and please remember that children 
do run from behind parked cars. 

Please don’t run over my little girl. Thank you. 


“ANOTHER SAFE DRIVER” 
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FOR THE ORIGINAL IDES OF 
ACCIDENT INSURANCE... 

TO THE UNITED STATES FOR 
IvS WIDEST DEVELOPMENT! 


Seeman OFF SANTA 
MONICA, CAL., HAD-A FINE 
CATCH, HAULING IN THE 
MACKEREL .... UNTIL THE WEIGHT 
OF THE FISH SANK THE BOAT! 


PROGRAMS 
OF THE STOCK 
INSURANCE 
COMPANIES 
HAVE PRODUCED 
REAL 
DIVIDENDS 
IN THE 
SAVING OF 





ry | 
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CLaiming THAT HE LOST HIS 
SENSE OF SMELL IN A FALL 
FROM A BUS, A FLORIDA CHEMIST 
WON A $5000 JUDGMENT 
AGAINST A TRANSPORTATION LINE ! 








oo MOTORIST EXTENDED 
HIS ARM FoR A TURN AND 
WAS PROMPTLY RELIEVED 
OF HIS WRIST-WATCH BY A 
FAST-WORKING ‘THIEF! 

(BROOKLYN, N-Y-) 





U—met ~~ 
THINGS “WELL DONE AND! 
WITH A CARE.... 
EXEMPT THEMSELVES 
FROM FEAR !“ 


(SHAKESPEARE 














“T he 


Water DAMAGE INQUIRY 
Tampa, Fla. 
Dear Editor: 

We noted with interest the article 
entitled “Develop Your Personal Ac- 
counts,” by Austin D. Bryan, in the 
March 1949 issue of THe CasuaLty 
AND SURETY JOURNAL. 

We were especially interested in the 
discussion of water damage hazard. 
Since this coverage is available for 
homes, we are wondering if you could 
advise if there is any company that 
will write this office 
buildings. 


coverage for 


W. O. STOVALL 

Stovall & Stovall, Inc. 
[THe Journat staff is not qualified to 
answer ‘questions of this type. Such 
an inquiry should be addressed di- 
rectly to one of the insurance compa- 
nies which the agency represents.- 


Ed.] 


AND BENEFICIAL” 


New York, N. Y. 


“INTERESTING 


Dear Editor: 

We would greatly appreciate receiv- 
ing a copy of “Your Guide to Safety 
When Disposing of Fluorescent and 
Mercury Vapor Lamps,” published by 
your Association’s Accident Preven- 
tion Department. 


Customers Always Write” 


Our insurance department is a sub- 
scriber to THe CASUALTY AND SURETY 
JourNAL, and we wish to state that 
we have enjoyed reading the many 
interesting and beneficial items con- 
tained therein. 

FRANK R, FRIEDGEN 

Employee Services Division 
Personnel Relations Department 
National Biscuit Company 


Acency Does I1 
San Bernardino, Calif. 


How On: 
Dear Editor: 

I have read with interest articles in 
the May 1949 issue of THe JourNAL, 
particularly “Blueprint for Profit,” by 
Oscar Beling, in which he discusses 


the question, “Are my expiration rec- 
ords complete and under adequate 
control?” 

Before coming to San 
I worked in an insurance office in El 
Centro, and I am enclosing a sample 


Bernardino, 


of the expiration slips used there. 
These are filled out at the time the 
policy is written. There are three 
copies; the white copy is filed alpha- 
betically and the blue copy according 
to expiration date. The pink copy is 
used for billing purposes and not kept 
after premium has been paid. 

The agency using these slips has a 
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EXPIRATION 
Assured 
Address 
Company 
On 


At 


Policy No 
Amount 
Rate 
Term 


Premium 


























A facsimile of the expiration slip discussed in Mrs. Mullen’s letter 


large business and every policyholder 
has an individual folder. These folders 
have space inside to record the vari- 
ous policies held by the. individual, 
and the months of the year along the 
top of the folder, and various colored 
cellugraph tabs are used to indicate 
the year and month the policy expires. 

I think this system is very efficient 
and just thought I would pass it along 
for the benefit of anyone who might 


be interested. I might add that any 
changes made in the policy, increases, 
decreases, change of rate, change of 
address or assignment to another in- 
dividual, are all put on these slips at 
the time the endorsements are made, 
which makes a double check with the 
changes made on the daily report. 


AGNES S. MULLEN 


W. N. Vaughan, General Insurance 


Ingenious 


Mosquitoes were making life miserable for 
the people sitting on the porch of their resort 


hotel. 


“TIl tell you what,” said one woman, “let’s 
put the light out so they can’t find us.” 
After the light was out, they saw fireflies 


flitting around the porch. 
sighed 


“Tt’s no use,” 


another vacationer, 


“they're after us with searchlights!” 


—The Bulletin 





Oscar BELING is superintendent of 
the agency systems department for 
the Royal-Liverpool Group. (Blueprint 
for Profit, page 51.) 
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Frank M. BULLEN, vice president of 
the United States Casualty Company 
of New York, started his career in 
1912 with the Casualty Company of 
America as an inspector and subse- 
quently advanced to become assistant 


manager of the underwriting depart- 
ment. He joined the United States 
Casualty in 1916 as an_ under- 
writer in its compensation and _ lia- 
bility department. He became man- 
ager of the department in 1931, and 
in 1933 was promoted to assistant 
secretary, holding that position until 
he was elected vice president in 1947. 
He is a member of the rates and 
manual committees of the National 
Council on Compensation Insurance, 
and for several terms was a member 
of the governing committee of the 
compensation and liability depart- 
ment, National Bureau of Casualty 
Underwriters. He also served on the 
classification and rating committee of 
the New York Compensation Rating 
Board and on the governing commit- 
tee of the New Jersey Compensation 
Rating and Inspection Bureau. (Cov- 
ering Large Retail Stores, page 1.) 


The Casualty and Surety Journal 


SPONSOR. Published by the Association 
of Casualty and Surety Companies, under 
the direction of its Public Relations Com- 
mittee, for those interested in casualty 
insurance (liability, automobile, accident, 
burglary, boiler and machinery insurance, 
etc.) and suretyship (bonding). Tenth year 
of publication. 


PURPOSE. To promote the sale, and 
further the appreciation, of stock company 
coverages; and to publicize the activities 
of the Association that are carried on in 
the interests of the public, member com- 
panies and their representatives. 


SUBSCRIPTION. Representatives of mem- 
ber companies receive the JourRNAL by cour- 
tesy of one or more of our members, 
through whose cooperation its publication 
is made possible. Additional subscriptions 
for such persons may be entered at a cost 
of $1.00 a year. (Be sure to state member 
company affiliation; see list on inside back 
cover.) To all others interested, $1.50. 
Orders for N.Y.C., add 2% for sales tax; 
for Calif., outside of San Francisco, 2% %. 
For San Francisco, all purchasers except 
insurance companies add 3%; insurance 
companies add 2%4%. 


OPINIONS. Authors have been invited to 
express their own personal opinions which 
are not necessarily always those of the 
Association 


SCHEDULE. Published monthly through- 
out the year, except for a combined mid- 
summer issue, 


OFFICES. Editorial and circulation, 60 
John Street, New York 7, N. Y. Publica- 
tion office, New York, N. Y. (Advertising 
is not accepted.) 


CHANGE OF ADDRESS. Six weeks are 
required for change of address to take 
effect. Please be sure to give old as well 
as new address. 


REPRODUCTION. Original material ap- 
pearing in our columns may be reproduced 
without specific permission, if the usual 
credit is given. 


COPYRIGHT. The entire contents of the 
JourRNAL are copyrighted 1949, by the 
Association of Casualty and Surety Com- 
panies, N.Y.C. Title registered in the 
J. S. Patent Office. 


Haron K. Puuitips, £ditor 
Carot Van SICKLE, Associate Editor 
ANTOINETTE Reva, Circulation Secretary 
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Atrrep H. Epwarps, sales promotion 
American Surety 
companies in 


manager for the 
Group, joined those 
1925. He received special training 


in various home office departments, 
then went to the Newark branch of- 
fice as special agent. He became as- 


sistant manager in 1936. In 1940 he 
became manager of the Milwaukee, 
Wis., branch office; in 1946 he was 
promoted to the position of sales pro- 
motion for the group and 
located in the home office. (What 


the Manufacturer Needs, page 24.) 


manager 
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BENJAMIN M. HerMEs, executive man- 
ager of the New England Fire Insur- 
Rating Association, started his 
insurance career in 1912 with the 
Kentucky Actuarial Bureau. In 1916 
he was loaned to the Indiana Inspec- 
tion Bureau and later transferred 
to Wisconsin, where he had charge of 
the Eau Claire branch office. In 1918 
he joined the New England Insurance 
Exchange in Boston. Shortly there- 
after he entered World War I. After 
his discharge, he returned to the Ex- 
change, subsequently serving as su- 
perintendent ot inspections and man- 
ager of the schedule rating depart- 
ment. With the amalgamation of the 
New England Insurance Exchange, 
the Boston Board of Fire Underwriters 
and the Insurance Association of Provi 
dence in 1938 when the New Eng- 
land Fire Insurance Rating Associa- 
tion was formed, he was made man- 
ager, and he became executive man- 
ager in 1944. (The Hazard Makes 
the Rate, page 19.) 


ance 
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FRANKLIN M. KreMt is director ol 
the Northwestern University Traffic 
Institute and of the traffic division of 
the International Association of Chiefs 
of Police. A former police officer, he 


organized these institutions in 1936 
and has directed them since that time. 
He is now serving as secretary of the 
enforcement committee of the Presi- 
dent’s Highway Safety Conference. 
In World War II, he served with the 
Army Transportation Corps. He is a 
colonel .in the Army reserve, (Chi- 
New Traffic Plan, page 11.) 


cagos 
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Dr. H. J. Loman is dean of the 
American Institute for Property and 
Liability Underwriters, Inc. Professor 
of insurance, Wharton School of Fi- 
nance and Commerce, University of 
Pennsylvania. Chairman of the admin- 
istrative board of the S. S. Huebner 
Foundation for Insurance Education 
ind member of the board of the Insti- 
tute of Local and State Government. 
B.S., M.A. and Ph.D., University of 
Pennsylvania. Member of the Insur- 
ince Society of New York, the Ameri- 
can Economic Association and other 
distinguished educational bodies. (You 
Can't Duck Essentials, page 35.) 
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Dr. Hersert J. Strack is director of 
New York University’s Center for 
Safety Education, which is supported 
by grant from the Association of 
Casualty and Surety 
Recipient of a Doctor’s degree from 
Columbia University, he has taught 
there as well as at Pennsylvania State 
College, the University of Pittsburgh 
and Rutgers University. Formerly di- 
rector of the education division of the 
National Bureau of Casualty Under- 
writers. (Age vs. Traffic Accidents, 
page 48.) 
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ASSOCIATION OF 
CASUALTY AND SURETY COMPANIES 


Representatives receive the JOURNAL by courtesy of one or more of the following 
member companies, through whose cooperation its publication is made possible 


by 
Accident & Casualty Insurance Company of Winterthur, Switzerland 
Aetna Casualty and Surety Company American Bonding Company of Baltimore 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Re-Insurance Company American Surety Company 
Bankers Indemnity Insurance Company 
Car and General Insurance Corporation, Ltd. 
Century Indemnity Company Columbia Casualty Company 
Commercial Casualty Insurance Company Connecticut Indemnity Company 
Eagle Indemnity Company Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Ltd. 
Employers Reinsurance Corporation 
European General Reinsurance Company, Ltd. 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland Fireman’s Fund Indemnity Company 
General Accident, Fire & Life Assurance Corporation, Ltd. 
General Reinsurance Corporation Glens Falls Indemnity Company 
Globe Indemnity Company Great American Indemnity Company 
Guarantee Insurance Company Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye Casualty Company 
Home Indemnity Company Home Insurance Company of Hawaii, Ltd. 
Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 
London Guarantee and Accident Company, Ltd. 
London and Lancashire Indemnity Company 
Manufacturers Casualty Insurance Company Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
National Automobile and Casualty Insurance Company 
National Surety Corporation New Amsterdam Casualty Company 
New England Casualty Insurance Company 
New York Casualty Company Norwich Union Indemnity Company 
Ocean Accident and Guarantee Corporation, Ltd. 
Ohio Farmers Indemnity Company 
Phoenix Indemnity Company 
Preferred Accident Insurance Company of New York 
Providence Washington Indemnity Company 
Public National Insurance Company 
Royal Indemnity Company Saint Paul-Mercury Indemnity Company 
Seaboard Surety Company Standard Accident Insurance Company 
Sun Indemnity Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Casualty Insurance Company 
United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Guarantee Company 
Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Ltd. 
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